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Threatening Storms Cast Their Shadows 
Over The Horizons Of Peace 


WAR IN SELF-DEFENSE AND AGAINST UNJUST ATTACK IS LAWFUL 
By HIS HOLINESS POPE PIUS XII 
Broadcast from Vatican City, December 23, 1956 


Lord is about to be proclaimed once again to men on 
earth, who today, perhaps more than ever, are athirst for 
truth and security. 

The mysterious brightness which shone forth on the holy 
night from the humble manger of the Son of Man, and the 
chorus of angels announcing peace, brought to new life in 
souls by the splendor and melody of the sacred rites, are 
renewing for men of today, who have been deluded by so 
many false hopes, the divine invitation to seek clearness of 
vision in the mystery of God, and in His love, true life. May 
all men be able to accept the heavenly invitation and, with 
the trusting sincerity of the shepherds to whom the mystery 
of Christmas was first revealed, say in their turn: “Let us go 
over to Bethlehem and see this thing that has come to pass, 
which the Lord has made known to us.” (Luke 2:15). 

The present generation, like those which have preceded it, 
and certainly knew the torture of unknown truth and the 
anguish of terrifying events, would turn from the crib of the 
Redeemer glorifying and praising God, because in Christ they 
roo have their only Saviour. 


Tre INEXHAUSTIBLE mystery of the Nativity of Our 


“SADDENED But Not CAST DOWN” 


Let this, therefore, dear sons and daughters, be the Chris- 
tian greeting which Our Fatherly heart, saddened but not cast 
down, intends to express to you this year, in which threaten- 
ing storms have returned to cast their shadows over the hori- 
zons of peace. To men terrified anew, who are peering into 
the darkness in search of a faint glimmer of light in tranquil- 


lity, such as may soothe their tortured spirit in the deep con- 
tradiction of the present age, we point to the divine manger 
at Bethlehem whence re-echoes again that message of certain 
hope: “Erunt prava in directa, et aspera in vias planas”— 
“The crooked ways shall be made straight and the rough ways 
smooth.” (Luke 3:5) 

It is beyond doubt that the weight of a flagrant contradic- 
tion presses down the human race in the twentieth century, 
as if striking it in its pride: On the one hand, there is the 
confident expectation of modern man, fashioner and eyewit- 
ness of the “second technical revolution,” that he can create 
a world of plenty, in wealth and goods, a world freed from 
poverty and uncertainty. On the other hand, there is the bit- 
ter reality of the long years of grief and ruin, with the result- 
ing fear—become greater in these last months—of not suc- 
ceeding in founding even a mere modest beginning of har- 
mony and lasting peace. 


THE ESSENTIAL ERROR 

Something, then, is not proceeding aright in the internal 
scheme of modern life; an essential error must be sap z 
its foundation. But where is that concealed? How an 
whom can it be corrected? In a word, will modern man ie 
ceed in overcoming, especially within himself, that depressing 
contradiction of which he is the author and victim? 

Christians are convinced that they can overcome it by re- 
maining firm on the foundation of nature and faith, by means 
of a courageous and prudent reassessment of the values in 
question, and primarily of the inner values. Their realism, 





POLICY OF VITAL SPEECHES 
The publishers of Viral Ley believe that the important addresses of the recognized ay F public + -¥- constitute the best omnes oe — 


porary thought in America, and that it is 


extremely important for the welfare of the nation that 
publishers have no axe co grind. Vital Speeches will be found authentic and constructive. 
It is the policy of the publishers to cover both sides of public questions and to print all speeches in full. Where it is 


be permanently 
is necessary to condense a speech for 


reasons of unusual length or the use of extraneous matter, it will be so stated wnen printing. They feel chat it is only in the unedited and unexpurgated speech 


chat the reader can bese obtain the views of the speaker. 
This material gives the reader the best thought of the best minds on 
effective speech of today of those who have arrained 9 


oess, taxation, health, law, labor, etc. Thus the student of lic speaki 


current national problems. It also offers the student of public , 
ia che fields of economics, politics, education, sociology, government, finance, busi- 
ing obtains the finest text book material with a boned ~~ BK of pubite questions. 


Lor of the 





Subscribers are urged co call the Editor's attention to any speeches which have impressed them as outstanding so that copies may be secured for review. 


VITAL SPEECHES OF THE DAY of net twice a month by the Ci 
Telephone  Ongacre 5-4040. Thomas F President and Treasurer, 


N No Publishi 


Co., (lac. Big AE 33 W. 42nd Se, New York 36, N. Y. 
oey, Secretary. 


Daly, Vice- ident, K. 





Subscription Rates: $7.00 a year. Two years or 2 subscri 
$1.25 each for eon OF mae $1.00 each for 25 or more. All co 
cents a copy. Microfilm editions $4.00 per volume. 


Vital Speeches is Indexed in The Reader's Guide to 


States 


ions $13.00. Geode copies 35 cents. 
dress.) Back 


Periodical Literature. An annual Index is 
Volume Binders for Vital Speeches $3.00. Vital Sposa will be found on file in thousands of public, 


(Special group rates to students for period of 4 months; 
sila TR ae o aay is wane 1-15: pny | 


printed each November and distributed to all subscribers. 
college and high school libraries throughout the United 


issues, if available. 





Borered as Second Class matter December 24, 1934, at the Post Office at New York, N. Y., and additional entry at Hanover, N. H., under the Act of 
March 3, 


1879. 

















leep con- 
> manger 
f certain 
ylanas”— 


igh ways 


ontradic- 
century, 
re is the 
| eyewit- 
nm create 
ed from 
the bit- 
e result- 
not suc- 
of har- 


internal 


sapping 
| by 
lan suc- 
pressing 


t by re- 
y means 
ilues in 
realism, 








POPE PIUS Xil 


which takes account of the entire universe and does not dis- 
regard the experience of the past, persuades them that they 
are not in much less favorable conditions than were their 
ancestors who, likewise by means of their faith, succeeded in 
overcoming within themselves, the contradictions of their own 
time. They are convinced that the very contradiction of today 
demonstrates conclusively the deep cleavage between life and 
Christian belief, and that it is necessary, before all else, to cure 
this evil. 

Very different, on the other hand, is the opinion of not a 
few others, who, exasperated by the contradiction, but reluc- 
tant to surrender the dream of the omnipotence of man, wish 
to submit to revision those values also over which they have 
no power and which elude the control of man’s free choice, 
such as religion and their natural rights. 


THE FUNDAMENTAL CONTRADICTION 

In substance, it is the opinion which they hold and teach, 
namely, that the fundamental contradiction of our time can 
be removed by man himself, without God and without reli- 
gion. It will not be excluded, they say, until modern man, at 
once creator and creature of the technical age, advances right 
to the end of his new road. And, they add, he must persist in 
the work already begun of extending his power over being, 
without imposing limits, and without having regard to reli- 
gion and the idea of man and the world which is derived 
from that. To halt in that way in the middle of the road or 
in search of some kind of compromise between religion and 
technical mentality, they declare to be the basic error and the 
root of the present day contradiction. In other words, they 
reject the invitation of Heaven to come to Bethlehem, where 
—and where alone—man can learn “what has come to pass, 
and what the Lord has made known to us,” that is, reality com- 
plete and objective as it concerns us. 

But the man of the “second technical revolution” cannot 
thrust aside the call of God without aggravating the contradic- 
tion and its consequences. The invitation to truth and the 
promise of “peace on earth” retain their force for him also. 
Bowed down in adoration before the manger of the Man God, 
he will see the whole truth, and consequently, the harmony 
of His universe. In the Son of God made man he will assuredly 
recognize the dignity of human nature, but also its limits; he 
will recognize that the deep meaning of human life and of 
the world does not rest on calculated formulae and laws, but 
on the free act of the Creator; he will be convinced that then 
only will he possess, in a true sense, “light” and “life,” when 
he binds himself, as to something absolute, to the truth which 
shone forth for the first time in its fullness at Bethelehem. 


THREEFOLD RECOGNITION 


Concerning this threefold recognition we intend now to 
speak with you. 

The first step towards the interior victory over today’s con- 
tradiction begins from the awareness and acceptance of hu- 
man reality in its fullness. On the road towards the full grasp 
of this truth, on which ancient opinion expressed itself with 
difficulty, the believer moves more easily, since faith makes 
smooth his path by removing prejudices and impediments 
such as the lack of faith of the skeptic or the shortsightedness 
of the rationalist, which prevent all progress towards the light. 
With a mind free and open to all possible greatness, the 
Christian has only to bow before the crib of Bethlehem to 
learn the truth about human nature, summed up, as in a 
visible synthesis, in the new-born Son of God. 

The origin, the nature, the destiny and the history of man 
are bound up in that Infant, in the very fact of this birth 
among us. His infant cries are like the account of our history, 
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without the knowledge of which the nature of man would 
remain.an impenetrable enigma. 

In fact, before the cradle of the Redeemer, the believer 
knows the original goodness and power of man, a gift through 
grace which was not due to him, in the happiness of Paradise. 
But he meditates also on his weakness. This weakness first 
manifested itself in the sin of our first parents and became 
then the sorrowful heritage which accompanied man—ever 
increased by other sins—in every path on earth, which had 
become almost hostile to him. 


THE GIFT OF GOD’s GRACE 


Pausing for a moment to examine his power, the Christian 
knows that man’s dominion over nature and its forces—this 
also a gift of divine grace—was to have been exercised only 
for the benefit, and not the danger, of human society, whose 
story—again a gift of God’s grace—would have begun with- 
out the oppression of narrow misery, but in the free develop- 
ment of its powers under conditions favorable to their fullest 
and noblest progress. 

At the same time, the adorer of the newly born Son of God 
knows also that original sin and its consequences deprive man 
not of his dominion over the earth, but rather of security in 
the exercise of that dominion. He knows also that with the 
weakness which followed the first sin, man’s capacity and 
destiny to form history were not destroyed, but that man 
would advance along life's path with sorrow, that his life 
would be a mixture of confidence and anguish, of wealth and 
misery, of success and failure, of life and death, of security 
and uncertainly until the ultimate decision is given at the gate 
of eternity. 


THE NEW DESTINY OF MAN 


Near the cradle of the newborn Son of God, the believer 
not only finds his past and the present condition of his nature, 
but he sees his new destiny, the work of infinite love, and how 
he can regain his lost glory. He knows in fact, that in the 
cradle lies the Saviour—truly human and truly divine—his 
Redeemer came among men in order to heal the mortal 
wounds inflicted on their souls by sin, to restore to him the 
dignity of his divine Sonship and to confer on him the forces 
of grace that he might conquer, if not always exteriorly, at 
least interiorly, the general disorder caused by original sin and 
made worse by personal sin. 

Morever, this internal victory, for which divine grace is in- 
dispensable, the Christian perfects through a knowledge of 
the true nature of man redeemed by Christ, of his dignity and 
of his limitations. 

See him at work and see how he knows how to avail him- 
self of this knowledge of the “truth which makes men free” 
(Luke 8:32), which is the support of life even when difficult 
and fatal circumstances defy its external conquest. 


MAN’S ETERNAL DESTINY 


A Christian put in similar circumstances, which very often 
cause others to rebel against life itself, does not demand or 
desire from God anything that is not in keeping with the 
absolute goodness and wisdom of the divine Will. And while 
he finds it reasonable and just that God should not be obliged 
to create the best possible world, he finds comfort in the 
thought that the same God, who is a loving Father, will not 
allow Himself to be guided in giving out graces and helps to 
men except by the infinite holiness and justice of this all be- 
nevolent Will, whose one aim is that all men might be able 
in freedom to attain their external destiny. 

How then ought the believer to comfort himself before the 
painful contradiction which weighs heavily on the modern 
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world and of which we were just speaking? Although he 
should be in the happy possession of all the means suitable for 
dominating in his own interior life, he is not permitted, nor 
ought he to be permitted, to exempt himself from contribu- 
ting to its solution externally. However, the first obligation 
of a Christian would be to persuade the man of today not to 
look on human nature with a systematic pessimism or with 
a gratuitous optimism, but rather to recognize the real dimen- 
sions of his power. Moreover he will try to make his contem- 
poraries—men of this second technical revolution—under- 
stand that it is not necessary for them to free themselves from 
the yoke of religion in order to solve this contradiction under 
that light which knows how to separate the truth from the 
false, and to offer to as many as suffer its oppression the only 
solution possible without shock or ruin. 

To fulfill this obligation with enlightened charity, it is fit- 
ting that the Christian know in a very concrete manner the 
so-called modern man’s way of thinking, which is far from 
realistic in its attitude toward sin. 

While they do not tolerate the concept of sin—either orig- 
inal or personal—in the systems of their world, yet, on the 
other hand, they cannot close their eyes to the experience 
that man is prone to fall morally. They ascribe perverse in- 
clinations only to morbid sickness, to a functional weakness 
which of themselves can be cured. And they assure us that, 
although the laws are not yet fully known to which man is 
subject in his relations with the world surrounding him and 
which affect the very depths of his soul, still they will arrive 
at a complete cure of these present deficiencies. 

Ir will be necessary, they add, to await the day in which, 
from the full knowledge of man’s interior mechanism, there 
will arise the therapeutic art of curing his moral morbid dis- 
positions. As the modern power over exterior nature, the 
fruit of a profound knowledge of the laws which govern it, 
renders possible all technical construction, so too there is no 
reason to doubt that so much more success will be realized in 
regulating the moral makeup of man. Why, they ask them- 
selves, should man alone remain the only structure which can- 
not be comprehended and controlled? 


REGRETTABLE CONSEQUENCE 


From such a manner of falsifying reality they are now al- 
ready reaping regrettable consequences. The softness generally 
lamented in education, the excessive indulgence in the face 
of crime, the silence in regard to responsibility and the aver- 
sion to the very idea of punishment, however just, are the 
direct consequences of a concept of man according to which 
everyone is in himself good and all defects—so it is affirmed 
—derive from a failure to gear man to the function to which 
he, together with his world, is subject. 

The same scheme is applied by those theorists to the ques- 
tions of social life. According to them, it is necessary, in the 
troublesome problems of modern democracy, not to accuse 
man’s conscience and his moral sense, but rather his monetary 
inability to progress. The defects in man are the result of 
ignorance and the refusal to take into serious consideration the 
goodness of man, that goodness which, in the last analysis is 
found in all. Hence, they add, through an ever increasing 
knowledge of the natural laws which govern man and his 
world, the good qualities of everyone will be truly appreciated 
and authority and responsibility will be distributed among 
many, even all, men. 


PERSONAL RESPONSIBILITY 
Yet how is one to conduct himself in face of the present 
deficiencies of social and civil life, such as the anonymity of 
power, the swallowing up of the individual in the mass and 
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the uncertain balance of forces at work in society? The ad- 
herents of this so-called realism assure us that, in order to 
avoid such consequences, it is sufficient to insert, almost me- 
chanically and in mere automatic fashion, the principle of 
personal responsibility and that of the balance of energies in 
the complex of community life. And, they repeat, just as the 
most widespread knowledge of the laws and functions of na- 
ture outside man has attained the boldest technical conquests, 
sO too, in social structures, an increased knowledge of the laws 
which regulate their mechanism will suffice to arrive at the 
perfect society. 

But can those hopes be justified, since they are based on a 
conception which, while claiming to be realistic, shows an 
ignorance of the true nature of man? Is it really true that his 
so-called pre-dispositions to evil are simply the curable defects 
of a normal process, like the breakdowns of a machine or 
apparatus, which are corrected by advancing technical know!|- 
edge? 


MAN AS A SPIRITUAL BEING 


Even admitting, for it is true, that man feels the impulses 
of many natural acts and of functional complexes, yet he re- 
mains—quite differently from matter, plants and animals— 
above them and, though acknowledging their meaning and 
import, he will always be their master, who, with free casual- 
ity, inserts them in some way or other into the course of 
events. Man dominates those actions and complexes because 
he is above all a spiritual being, a person, a subject of free 
action or omission, and not merely the meeting ground where 
those natural processes unfold. 

In this does his dignity consist—and his limitations, too. 
For he is capable of doing both good and evil. He is capable 
of actuating all the possibilities and positive dispositions of 
his being, but he is also capable of endangering them. 

Now because of the great values at stake, it is precisely this 
risk that has assumed massive proportions in the twentieth 
century. It is this that creates and explains the painful con- 
tradiction noticed by our contemporaries. To overcome it there 
is no other remedy than a return to true realism, to Christian 
realism, which embraces with the same sureness man’s dignity 
and his limits, his capacity to conquer himself and the reality 
of sin as well. 

Not so that false realism, some of whose unfortunate appli- 
cations we wish to point out. It is clear that it is this which 
strikes at the roots of private and public morality, emptying 
of all meaning the ideals of conscience and responsibility and 
weakening that of free will. 


FALSE REALISM IN EDUCATION 


Equally harmful are the consequences in the field of educa- 
tion, as can already be seen wherever it is under the more or 
less hidden influence of false realism. There are schools where 
the effort to teach is not proposed at all, or only in a subor- 
dinate way. Parents are rendered practically unable to educate 
their children properly by example and guidance. All that is 
much more the cause of the failure in education openly de- 
plored today than the defects of mistakes, serious though they 
be, of the pupil. Educators and children, no less than the 
mature individual, should, in preparing for life, once more 
acknowldge the reality of sin and grace, refusing to listen to 
mouthings about pure and simple predispositions which will 
be cared for by medicine and psychology. 

False realism finds wider application in the present day 
structure of democracy, whose insufficiency, as We have poin- 
ted out, would depend on mere defects of institutions, to be 
attributed to the still incomplete knowledge of natural pro- 
cesses and the complexity of the social mechanism’s functions. 
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POPE PIUS XII 


THE STATE AND CHARACTER OF CITIZENS 


But even the state and its form depend on the moral charac- 
ter of its citizens, especially today, when the modern state, in 
its keen awareness of technical and organizational possibilities, 
is, unfortunately, inclined through public agencies to deprive 
the individual of thought and responsibility for his own life. 
A modern democracy thus erected will thus necessarily fall 
whenever it does not, or cannot, any longer refer itself to the 
individual moral responsibilities of its citizens. But even if 
it wished to, it could not do so successfully, for it would not 
meet a response wherever the sense of the true reality of man 
—the awareness of human nature's dignity and its limitations 
—are no longer flourishing in the people. 

There are efforts at correction through large scale institu- 
tional reforms, often too broad in scope or based on false prin- 
ciples. But the reform of institutions is not as urgent as the re- 
form of conduct. This latter reform, in turn, can be accom- 
plished only on the foundations of man’s true reality, such as 
is learned, with religious humility, at the crib of Bethlehem. 
Even in the life of states the moral strength and weakness of 
men, sin and grace, have a definite part. Twentieth century pol- 
itics cannot ignoze this, nor allow continuance of the error of 
wishing to separate the state from religion in the name of a 
laicism that has been incapable of justification by the facts. 


PART Two 


The second error df so-called realistic thought which is at 
the bottom of the present day contradiction consists in the 
claim to create a society entirely new, without taking into ac- 
count the historic reality of man, neither the reality of his free 
act which determines it nor of the religion which this liberty 
fosters and approves. It is impossible to foresee all the con- 
sequences of this error, but the most immediate consequences 
will be the destruction of that security which the world ar- 
dently desires, but which is, at present, so precarious. 

The rejection of the three values—historical reality, free act 
and religion—as dead weight which slows down or impedes 
in its course the ship of modern progress, is a consequence of 
the attitude of the realistic thought alluded to, which admits 
of no limits to man’s power, treats everything in a technical 
manner and fosters complete confidence in technological 
ability. 

MEN IN THE TECHNICAL AGE 


It is the prerogative of the men of the present technical age, 
they declare, to be able to construct society ever anew, in step 
with that progress in technological ability and without the 
need to take lessons from the past. 

This latter, on the contrary, being linked with all manner 
of preiudices, but particularly with those connected with reli- 
gion, would weaken confidence and temper its constructive 
impulse. 

Modern man, conscious of and proud to live in this world 
as in a house which he, and he alone, is building, allots to 
himself the function of creating. What once was does not in- 
terest him nor detain him. The whole world becomes for him 
a laboratory where he is ever gathering together again, with 
strict mathematical connections, the forces of nature, distri- 
buting them again according to fixed proportions and shaping 
and ordering events in advance. There is no doubt that there 
are still reactions, there are still facts, in which nature seems 
to resist the will and plans of man and points to a whole which 
can be broken down in its ultimate elements only at the cost 
of serious consequences, if not of utter catasrophe. 

Hence it is not to be wondered at that modern man, in ap- 
proaching social life, does so with the gesture of a technician 
who, after having dismantled a machine into its constituent 
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parts, sets himself to reconstruct it according to a pattern of 
his own design. But, when it is a question of social realities, 
his desire to create things wholly new is met by an insur- 
mountable obstacle, namely, human society itself in its inviol- 
able historical patterns. Social life, in fact, is something which 
has come slowly into being with much labor, and, as it were, 
through the successive strata of the positive contributions fur- 
nished by the preceding generations. Only by supporting the 
new foundations on those established strata is it possible to 
construct something still new. The rule of history over the 
social realities of the present and of the future is, then, beyond 
question, and it cannot be neglected by anyone desiring to set 
us gradually to improve or adapt them to the new era. 

But the supposed realists, with the intention of overcoming 
at all costs the resistance of historical reality, direct their zeal 
for destruction against religion, which is, according to them, 
guilty of having created and of wishing to retain in life all 
that is of the past, and especially its most decadent forms. 

Religion is guilty, above all, of consolidating the social ideas 
of men within schemes which are absolute, and so immutable. 
It therefore establishes an obstacle in the path of the future 
and, for this reason, must be removed. 


THE MANGER AT BETHLEHEM 


Beyond doubt, the Christian does recognize and respect the 
rule of history over the present and the future of human 
society, because the believer cannot ignore and reject all that 
is true reality. He knows that, at the foundation of human 
reality and society, there is not an event happening according 
to mechanical necessity, but the free and ever beneficent action 
of God. There at the manger at Bethlehem the deep sense of 
man’s history, past and future, is transformed into human 
shape, and embraces its present, however sad, which the 
Christian approaches in the consoling conviction of security. 

Security! That is the keenest desire of those alive today. 
They ask for it from society and its plans. But the self-styled 
realists of this age have proved themselves incapable of giving 
it, because they wish to put themselves in the place of the 
Creator and make themselves arbiters of the plan of creation. 

On the contrary, religion and the reality of the past teach 
that social structures, such as matrimony and family, the 
community and professional groups and social union in per- 
sonal property, are essential cells which secure man’s freedom 
and, along with it, his functioning history. Hence they can- 
not be tampered with and their essence cannot be the subject 
of arbitrary revision. 


RESTORE SOCIETY TO TRUE LAWGIVER 

Assuredly, whoever is seeking freedom and security ought 
to restore society to its true and Supreme Lawgiver, persuad- 
ing himself that only a concept of society which has its origin 
in God protects itself in its most important undertakings. 
Those who through atheism, in theory or even in practice, 
make gods of technology and the mechanical progress of events 
inevitably end by becoming enemies of true human liberty, 
since they deal with mankind as with inanimate objects in a 
laboratory. 

These considerations are less extraordinary and less divorced 
from actual fact than they may appear to be. However, We 
extend Our approbation, which has been accepted in those 
places where thought is being given to the improvement of 
somewhat undeveloped territories of the so-called depressed 
areas. The care devoted to the bettering of existing social 
structures which are susceptible of improvements is certainly 
praiseworthy. But it would be an error to uproot man alto- 
gether from tradition under the impulse of technology and 
modern organization. Like plants plucked from their own sur- 
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roundings and transferred to uncongenial conditions, these 
men would find themselves cruelly isolated and would fall 
victims thereafter, perhaps, to ideas and tendencies which 
fundamentally no one can wish for. 

In this way respect for what history has evolved is the sign 
of the genuine will for reforms and the guarantee of their 
happy outcome. This is valid throughout history, that kingdom 
of human reality in which social man must occupy himself not 
only with the forces of nature but with his own self. He is 
responsible before his ancestors and his descendants, and to 
him has been given the duty of molding continuously the life 
of the community. In this there is always a dynamic develop- 
ment by means of personal and free action, but without a 
tampering with the security which exists in society and with 
society. In this, on the other hand, there is also ever present 
an assured fund of traditions and unchanging values to protect 
its security, yet without taking from sections of society the 
free and personal action of the individual. 

In this fashion man weaves his own history, or rather co- 
operates with God in bringing into being a reality worthy of 
the subject and, at the same time, worthy of the design of the 
Creator. It is a duty, as exalted as it is difficult, which only he 
who understands history and freedom will be able to carry 
through with success, by harmonizing the dynamism of reforms 
with the unchangeability of traditions and the free act with 
the security of the community. The Christian who prostrates 
himself before the manger at Bethlehem understands fully its 
necessity and seriousness, but from the same manger he draws 
light and strength to accomplish worthily his important duty. 


PART THREE 


Freedom and personal responsibility, properly ordered social 
relations, progress correctly understood—these are, indeed, hu- 
man values, for man effects them and profits by them; but they 
are likewise religious and divine values, if one considers their 
sources. 

Now even in the West there is an effort to attack and banish 
from modern society the very basis of these values in the name 
of laicism, of man’s vain self-sufficiency. Thus this strange con- 
dition has come about that not a few public figures, possessing 
no strong religious convictions, wish, and are obliged, to de- 
fend for the sake of the common good those fundamental 
values which draw their being only from religion and from 
God. 

Pretended realists do not like to admit such a statement and 
even blame religion all the more for turning into a religious 
quarrel what should be merely a political and economic differ- 
ence of opinion. They paint in vivid hues the terror and cruelty 
of old wars of religion in order to persuade men that the 
present day quarrels between East and West are really inof- 
fensive and that a little more common sense would suffice to 
produce tranquillity between divergent economic ambitions 
and solid relations between political powers. To refer to abso- 
lute values, they claim, unhappily falsifies the true state of 
affairs, whets passion and makes it more difficult to advance 
towards a practical and reasonable union. 


THE QUESTION OF ABSOLUTE VALUES 

For our part We, as head of the Church, have up to now 
avoided, just as we did in previous cases, calling Christendom 
to a crusade. We can, however, call for full understanding of 
the fact that, where religion is a vital living heritage, men do 
look upon the struggle unjustly forced upon them by their 
enemy as a crusade. But We declare, for the benefit of all, that 
despite the effort to give an innocuous appearance to some 
destructive tendencies, there is a question of the absolute values 
of man and of society. Because of Our great responsibility We 


VITAL SPEECHES OF THE DAY 


cannot let this point be lost in the fog of equivocation. 

On this score We must with deepest sadness mourn the 
help given by some Catholics, both ecclesiastical and lay, to 
the tactics of obfuscation, calculated to bring about a result 
that they themselves did not intend. How can they fail to see 
that such is the aim of all that insincere activity which hides 
under the name of “talks” and “meetings?” Why enter a dis- 
cussion, for that matter, without a common language? How is 
it possible to meet if the paths are divergent, that is, if one 
party rejects or denies the common absolute values, thereby 
making all “coexistence in truth” unattainable 

Out of respect for the name of Christian, compliance with 
such tactics should cease, for, as the Apostle warns, it is in- 
consistent to wish to sit at the table of God and at that of 
His enemies (Corinthians I, 10, 21). 


THE MATTER OF MUTUAL RELATIONS 

And if there still be any vacillating spirits, notwithstanding 
the black testimony of ten years of cruelty, the blood just shed 
and the immolation of many lives sacrificed by a martyred 
people should finally convince them. Still, it is remarked, the 
bridges must not be cut, mutual relations must rather be pre- 
served. But for this, whatever responsible governmental and 
political leaders judge they must do, by way of contacts and 
mutual relations for humanity's peace and not for private in- 
terests, is enough. That is sufficient which competent ecclesias- 
tical authority decides it should do to gain recognition of the 
Church's rights and freedom. 

If unpleasant realities force Us to set forth the terms of the 
struggle in clear language, no one can properly accuse Us of 
favoring the stiffening of opposing blocks and still less of 
having in some fashion abandoned that mission of peace 
which flows from our Apostolic office. Rather, if We kept 
silence, We would have to fear the judgment of God. We re- 
main closely allied to the cause of peace, and God alone knows 
how much We yearn to be able to announce it in full and 
happy tones with the angels of Christmas. But precisely in 
order to protect it from the present threats, We must point 
out where the danger lies, the tactics of its enemies and what 
marks ‘them as such. Not otherwise did the newborn Son of 
God, Himself infinite goodness, unhesitatingly draw clear lines 
of demarcation and face death on behalf of the truth. 


COURAGEOUS BEHAVIOR ESSENTIAL 

We are convinced that today, too, in the face of an enemy 
determined to impose on all peoples, in one way or another, a 
special and intolerable way of life, only the unanimous and 
courageous behavior of all who love the truth and the good can 
preserve peace, and will preserve it. It would be a fatal error 
to repeat what, in similar circumstances, happened during the 
years preceding the Second World War, when all the threat- 
ened nations, and not merely the smallest, sought their safety 
at the expense of others, using them as shields, so to speak. and 
seeking very questionable economic and political advantages 
from their neighbors’ suffering. In the end all were together 
overwhelmed in the holocaust. 

Hence, a definite need of this period—a means of insuring 
the whole world’s peace and a fruitful share of its goods, a 
force which embraces, too, the peoples of Asia, Africa and the 
Near East, including Palestine with its Holy Places—is the 
restoring of European solidarity. But this unity is not assured 
until all the associated nations realize that the political and 
economic defeats of one can nowhere in the long run result in 
true gains for the others. This unity is not strong, as far as the 
forming of public opinion is concerned, if in the hour of com- 
mon peril criticism, even though justified, of one nation’s 
actions is expressed by the other with such onesidedness as to 
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cause doubt that any bond of union at all remains. A good 
course of action can never be had by mere sentiment. Much 
less can a true political course for today be maintained with 
the sentiments of yesterday and the day before. Under such 
influence it would be impossible to judge correctly certain im- 
portant questions, such as military service, weapons and war. 


TOTALITARIAN THREATS 


Present day conditions, which find no counterparts in the 
past, should be clear to everyone. There is no longer room for 
doubt concerning aims and methods which rely on tanks, when 
these latter noisily crash over borders and sow death in order to 
force civilian people into a pattern of life they explicitly detest, 
when, destroying as it were, the stages of possible negotiations 
and mediation, the threat is made of using atomic weapons to 
gain certain demands, be they justified or not. It is clear that 
in the present circumstances there can be verified in a nation 
the situation wherein, every effort to avoid war being expended 
in vain, war—for effective self-defense and with the hope of a 
favorable outcome against unjust attack—could not be con- 
sidered unlawful. 

If, therefore, a body representative of the people and a 
government—both having been chosen by free elections—in 
a moment of extreme danger decide, by legitimate instruments 
of internal and external policy, on defensive precautions, and 
carry out the plans which they consider necessary, they do not 
act immorally. Therefore a Catholic citizen cannot invoke his 
own conscience in order to refuse to serve and fulfill those 
duties the law imposes. On this matter we feel that We are in 
perfect harmony with Our predecessors, Leo XIII and Bene- 
dict XV, who never denied that obligation, but lamented the 
headlong armaments race and the moral dangers accompanying 
barrack life, and urged, as We do likewise, general disarma- 
ment as an effective remedy (see Acts of Leo XIII, volume 14, 
Rome, 1895, page 210; Archives of Extraordinary Ecclesias- 
tical Affairs, notes of Cardinal Gasparri, Secretary of State of 
Benedict XV, to Prime Minister of United Kingdom of Great 
Britain and Ireland, September 28, 1917). 


THE DEMANDS OF CONSCIENCE 


There are, then, occasions and times in the life of nations 
in which only recourse to higher principles can establish clearly 
the boundaries between right and wrong, between what is 
lawful and what is immoral, and bring peace to consciences 
faced with grave decisions. It is therefore consoling that in 
some countries, amid today’s debates, men are talking about 
conscience and its demands. 

This shows that they have not forgotten that social life is 
saved from chaos only insofar as it permits itself to be sup- 
ported by absolute norms and an absolute end. It shows that 
they implicitly condemn those who believe that they can re- 
solve the questions of human coexistence on the basis of good 
external appearances and with a practical view, aiming to act 
according to where interest and power may be found in in- 
dividual cases. 

Although the program which is at the foundation of the 
United Nations aims at the realization of absolute values in the 
coexistence of peoples, the recent past has shown that false 
realism is succeeding in prevailing in not a few of its members, 
even when it is a question of restoring respect for these same 
values of human society, openly trampled upon. The unilateral 
view which tends to work in the various circumstances only 
according to personal interest and power is succeeding in 
bringing ir about that accusations of destroying the peace are 
treated very differently, and thus the different degree of gravity 
which in these cases, taken individually should be judged in 
the light of absolute values, is forthwith completely perverted. 
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No one expects or demands the impossible, not even from 
the United Nations. But one should have a right to expect 
that their authority should have had its weight, at least through 
observers, in the places in which the essential values of man 
are in extreme danger. 


THE ROLE OF THE UNITED NATIONS 


Although the United Nations’ condemnation of the grave 
violations of the rights of men and entire nations is worthy of 
recognition, one can nevertheless wish that, in similar cases, 
the exercise of their rights, as members of this organization, be 
denied to states which refuse even the admission of observers 
—thus showing that their concept of state sovereignty threat- 
ens the very foundations of the United Nations. This organiza- 
tion ought also to have the right and the power of forestalling 
all military intervention of one state in another, whatever the 
pretext under which it is effected, and also the right and power 
of assuming, by means of a sufficient police force, the safe- 
guarding of order in the state which is threatened. 

If We allude to these defects, it is because We desire to see 
strengthened the authority of the United Nations, especially 
for effecting general disarmament which We have so much at 
heart and on which We have already spoken in other dis- 
courses. In fact, only in the ambit of an institution like the 
United Nations can the promise of individual nations to re- 
duce armament, especially to abandon the production and use 
of certain arms, be mutually exchanged under the strict obliga- 
tion of international law. Likewise, only the United Nations is 
at present in a position to exact the observance of this obliga- 
tion by assuming effective control of the armaments of all 
nations without exception. Its exercise of aerial observation 
will assure certain and effective knowledge of production and 
military preparedness for war with relative ease, while avoid- 
ing the disadvantages which the presence of foreign troops in 
a country can give rise to. 


THE MIRACLES OF SCIENCE 


It indeed almost approaches the miraculous what technical 
science has been able to attain in this field. In fact, by the use 
of an adequate wide-angle lens and sufficient light, it is possible 
now to photograph, from a height of several kilometers and 
in sufficiently great detail, objects which are on the earth's 
surface. Scientific progress, modern techniques, both mechan- 
ical and photographical, have succeeded in constructing cam- 
eras which have reached extraordinary perfection in all aspects. 
Film of high sensitivity with very little grain makes it possible 
to enlarge pictures to hundreds of times their original size. 
Such cameras, mounted on airplanes which go at a speed very 
close to that of sound, are able automatically to take thousands 
of pictures, so that hundreds of thousands of square kilometers 
can be explored in a relatively short time. 

The experiments conducted in this field have given excep- 
tionally important results, permitting one to produce concrete 
evidence of machines, individual persons and objects existing 
on the ground and even, at least indirectly, in subterranean 
places. Researches thus far made have shown how very difficult 
it would be to camouflage the movement of troops or artillery, 
vast stores of arms or industrial centers important for war 
production. If these surveys could be permanent and system- 
atic, it would be possible to bring out the minutest details and 
thus give a solid guarantee against eventual surprises. 

The acceptance of control: this is the point crucial for vic- 
tory, where every nation will show its sincere desire for peace. 

The desire for peace: free man’s most valuable possession, 
this life’s inestimable treasure, peace, is the fruit of men’s 
effort, but also a precious gift of God. The Christian knows it 
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since he has understood it at the cradle of the newborn Son 
of God. On His truth and on His commandments, the supreme 
absolute values, all order is founded and by them guarded and 
rendered fruitful in works of progress and civilization. 


FINAL WoRD OF ENCOURAGEMENT 

In concluding We add one final word of encouragement. It 
is most consoling for Us to see the sympathetic and generous 
action towards the oppressed Hungarian nation on the part of 
all Our beloved sons, of charitable organizations, of entire na- 
tions and also of the fair-minded newspapers. We are likewise 
convinced that good men will not cease to pray and to make 
sacrifices to lighten the sad conditions of this martyred people. 
There are already many on earth who, in the turbulent changes 


. 
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of the last ten years, have experienced personally what misery 
is. How would it be possible to remain indifferent before the 
dire want of others? And how can they who are living in com- 
fort remain insensible to the poverty of their neighbor? 

But together with your charity, may there be granted in 
abundance to those in misfortune, above all else, the light and 
the life of the mystery of Christ's birth. Both have been given 
in Christ. And this grace, this peace and this trust in God 
which will restore all justice and reward all sacrifice will not 
be able to be taken away from them by any human power. 

And now on all those listening, and especially on those suf- 
fering, on the humble and on the poor, on those who are en- 
during persecutions for justice sake (Matthew 5, 10), may 
Our Apostolic Benediction descend, as a pledge of divine grace. 


The Middle East 


ECONOMIC AND MILITARY AID TO PROTECT INTEGRITY AND INDEPENDENCE 
By DWIGHT D. EISENHOWER, President of the United States 


Delivered to the United States Congress, Washington, D. C., January 5, 1957 


the Congress. 
First may I express to you my deep appreciation of 
your courtesy in giving me, at some inconvenience to your- 


M: VICE PRESIDENT, Mr. Speaker and Members of 


selves, this early opportunity of addressing you on a matter I, 


deem to be of grave importance to our country. 

In my forthcoming State of the Union message, I shall re- 
view the international situation generally. There are world- 
wide hopes which we can reasonably entertain, and there are 
world-wide responsibilities which we must carry to make cer- 
tain that freedom—including our own—may be secure. 

There is, however, a special situation in the Middle East 
which I feel I should, even now, lay before you. 


BASIC OBJECTIVE REMAINS PEACE 


Before doing so, it is well to remind ourselves that our basic 
national objective in international affairs remains peace—a 
world peace based on justice. Such a peace must include all 
areas, all peoples of the world if it is to be enduring. There is 
no nation, great or small, with which we would refuse to 
negotiate, in mutual good faith, with patience and in the de- 
termination to secure a better understanding between us. Out 
of such understandings must, and eventually will, grow con- 
fidence and trust, indispensable ingredients to a program of 
peace and to plans for lifting from us all the burdens of expen- 
sive armaments. To promote these objectives, our government 
works tirelessly, day by day, month by month, year by year. But 
until a degree of success crowns our efforts that will assure to 
all nations peaceful existence, we must, in the interests of 
peace itself, remain vigilant, alert and strong. 


I 

The Middle East has abruptly reached a new and critical 
stage in its long and important history. In past decades many 
of the countries in that area were not fully self-governing. 
Other nations exercised considerable authority in the area, 
and the security of the region was largely built around their 
power. But since the first World War, there has been a steady 
evolution toward self-government and independence. This 
development the United States has welcomed and has en- 
couraged, Our country supports without reservation the full 


sovereignty and independence of each and every nation of the 
Middle East. 

The evolution to independence has in the main been a 
peaceful process. But the area has been often troubled. Per- 
sistent cross-currents of distrusts and fear with raids back and 
forth across national boundaries have brought about a high 
degree of instability in much of the Mid-East. Just recently 
there have been hostilities involving Western European nations 
that once exercised much influence in the area. Also, the rela- 
tively large attack by Israel in October has intensified the basic 
differences between that nation and its Arab neighbors. All this 
instability has been heightened and, at times, manipulated by 
international communism. 


Il 


Russia's rulers have long sought to dominate the Middle 
East. That was true of the Czars, and it is true of the Bol- 
sheviks. The reasons are not hard to find. They do not affect 
Russia’s security, for no one plans to use the Middle East as 
a base for aggression against Russia. Never for a moment has 
the United States entertained such a thought. 

The Soviet Union has nothing whatsoever to fear from the 
United States in the Middle East, or anywhere else in the 
world, so long as its rulers do not themselves first resort to 
aggression. 

That statement I make solemnly and emphatically. 

Neither does Russia's desire to dominate the Middle East 
spring from its own economic interest in the area. Russia does 
not appreciably use or depend upon the Suez Canal. In 1955, 
Soviet traffic through the canal represented only about three- 
fourths of 1 per cent of the total. The Soviets have no need 
for, and could provide no market for, the petroleum resources 
which constitute the principal natural wealth of the area. In- 
deed, the Soviet Union is a substantial exporter of petroleum 
products. 


POWER POLITICS LAID TO Moscow 
The reason for Russia's interest in the Middle East is solely 
that of power politics. Considering her announced purpose of 
communizing the world, it is easy to understand her hope of 
dominating the Middle East. 
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This region has always been the crossroads of the continents 
of the Eastern Hemisphere. The Suez Canal enables the nations 
of Asia and Europe to carry on the commerce that is essential 
if these countries are to maintain well rounded and prosperous 
economies. The Middle East provides a gateway between 
Eurasia and Africa. 

It contains about two-thirds of the presently known oil de- 
posits of the world, and it normally supplies the petroleum 
needs of many nations of Europe, Asia and Africa. The nations 
of Europe are peculiarly dependent upon this supply, and this 
dependency relates to transportation as well as to production. 
This has been vividly demonstrated since the closing of the 
Suez Canal and some of the pipe lines. Alternate ways of trans- 
portation and, indeed, alternate sources of power can, if neces- 
sary, be developed. But these cannot be considered as early 
prospects. 

These things stress the immense importance of the Middle 
East. If the nations of that area should lose their independence, 
if they were dominated by alien forces hostile to freedom, that 
would be both a tragedy for the area and for many other free 
nations whose economic life would be subject to near stran- 
gulation. Western Europe would be endangered just as though 
there had been no Marshall Plan, no North Atlantic Treaty 
Organization. The free nations of Asia and Africa, too, would 
be placed in serious jeopardy. And the countries of the Middle 
East would lose the markets upon which their economies de- 
pend. All this would have the most adverse, if not disastrous, 
effect upon our own nation’s economic life and political 


prospects. 
AREA Is BIRTHPLACE OF 3 GREAT RELIGIONS 


Then there are other factors, which transcend the material. 
The Middle East is the birthplace of three great religions— 
Moslem, Christian and Hebrew. Mecca and Jerusalem are 
more than places on the map. They symbolize religions which 
teach that the spirit has supremacy over matter and that the in- 
dividual has a dignity and rights of which no despotic govern- 
ment can rightfully deprive him. It would be intolerable if the 
holy places of the Middle East should be subjected to a rule 
that glorifies atheistic materialism. 

International communism, of course, seeks to mask its pur- 
poses of domination by expressions of good will and by super- 
ficially attractive offers of political, economic and military aid. 
But any free nation, which is the subject of Soviet enticement, 
ought, in elementary wisdom, to look behind the mask. 

Remember Estonia, Latvia and Lithuania. In 1939, the 
Soviet Union entered into mutual assistance pacts with these 
then independent countries; and the Soviet Foreign Minister, 
addressing the extraordinary fifth session of the Supreme 
Soviet in October, 1939, solemnly and publicly declared that 
“we stand for the scrupulous and punctilious observance of the 
pacts on the basis of complete reciprocity, and we declare that 
all the nonsensical talk about the Sovietization of the Baltic 
countries is only to the interest of our common enemies and of 
all anti-Soviet provocateurs.” Yet in 1940, Estonia, Latvia and 
Lithuania were forcibly incorporated into the Soviet Union. 

Soviet control of the satellite nations of Eastern Europe has 
been forcibly maintained in spite of solemn promises of a 
contrary intent, made during World War II. 

Stalin’s death brought hope that this pattern would change. 
And we read the pledge of the Warsaw treaty of 1955 that the 
Soviet Union would follow in satellite countries “the principles 
of mutual respect for their independence and sovereignty and 
non-interference in domestic affairs.” But we have just seen 
the subjugation of Hungary by naked armed force. In the 
aftermath of this Hungarian tragedy, world respect for and 
belief in Soviet promises have sunk to a new low. International 





communism needs and seeks a recognizable success. 

Thus, we have these simple and indisputable facts: 

1. The Middle East, which has always been coveted by 
Russia, would today be prized more than ever by international 
communism. 

2. The Soviet rulers continue to show that they do not 
scruple to use any means to gain their ends. 

3. The free nations of the Mid-East need, and for the most 
part want, added strength to assure their continued inde- 
pendence. 


Ill 


Our thoughts naturally turn to the United Nations as a 
protector of small nations. Its charter gives it primary responsi- 
bility for the maintenance of international peace and security. 
Our country has given the United Nations its full support in 
relation to the hostilities in Hungary and in Egypt. The United 
Nations was able to bring about a cease-fire and withdrawal 
of hostile forces from Egypt because it was dealing with gov- 
ernments and peoples who had a decent respect for the 
opinions of mankind as reflected in the United Nations Gen- 
eral Assembly. But in the case of Hungary, the situation was 
different. The Soviet Union vetoed action by the Security 
Council to require the withdrawal of Soviet armed forces from 
Hungary. And it has shown callous indifference to the recom- 
mendations, even the censure, of the General Assembly. The 
United Nations can always be helpful, but it cannot be a 
wholly dependable protector of freedom when the ambitions of 
the Soviet Union are involved. 


IV 


Under all the circumstances I have laid before you, a greater 
responsibility now devolves upon the United States. We have 
shown, so that none can doubt, our dedication to the principle 
that force shall not be used internationally for any aggressive 
purpose and that the integrity and independence of the na- 
tions of the Middle East should be inviolate. Seldom in history 
has a nation’s dedication to principle been tested as severely 
as ours during recent weeks. 

There is general recognition in the Middle East, and else- 
where, that the United States does not seek either political or 
economic domination over any other people. Our desire is a 
world environment of freedom, not servitude. On the other 
hand, many, if not all, of the nations of the Middle East are 
aware of the danger that stems from international commun- 
ism and welcome closer co-operation with the United States 
to realize for themselves the United Nations goals of inde- 
pendence, economic well-being and spiritual growth. 

If the Middle East is to continue its geographic role of 
uniting rather than separating East and West; if its vast 
economic resources are to serve the well-being of the peoples 


there ell as that of others; and if its cultures and religions 
and iiica - rines are to be preserved for the uplifting of the 
spirits ples, then the United States must make more 
evic T | agness to support the independence of the free- 
dom-x uations of the area. 


V 


Under these circumstances, I deem it necessary to seek the 
co-operation of the Congress. Only with that co-operation can 
we give the reassurance needed to deter aggression, to give 
courage and confidence to those who are dedicated to freedom 
and thus prevent a chain of events which would gravely en- 
danger all of the free world. 

There have been several executive declarations made by the 
United States in relation to the Middle East. There is the tri- 
partite declaration of May 25, 1950, followed by the Presi- 
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dential assurance of October 31, 1950, to the King of Saudi 


that the United States will within Constitutional means oppose 
any aggression in the area. There is our declaration of Novem- 
ber 29, 1956, that a threat to the territorial integrity or political 
independence of Iran, Iraq, Pakistan or Turkey would be 
viewed by the United States with the utmost gravity. 

Nevertheless, weaknesses in the present situation and the 
increased danger from international communism, convince me 
that basic United States policy should now find expression in 
joint action by the Congress and the Executive. Furthermore, 
our joint resolve should be so couched as to make it apparent 
that if need be our words will be backed by action. 


VI 


It is nothing new for the President and the Congress to join 
to recognize that the national integrity of other free nations 
is directly related to our own security. 

We have joined to create and support the security system of 
the United Nations. We have reinforced the collective security 
system of the United Nations by a series of collective defense 
arrangements. Today, we have security treaties with forty-two 
other nations which recognize that their, and our, peace and 
security are intertwined. We have joined to take decisive ac- 
tion in relation to Greece and Turkey and in relation to 
Taiwan. 

Thus, the United States through the joint action of the 
President and the Congress, or, in the case of treaties, the 
Senate, has manifested in many endangered areas its purpose 
to support free and independent governments—and peace— 
against external menace, notably the menace of international 
communism. Thereby we have helped to maintain peace and 
security during a period of great danger. It is now essential 
that the United States should manifest through joint action of 
the President and the Congress our determination to assist 
those nations of the Mid-East area which desire that assistance. 

The action which I propose would have the following 
features. 

It would, first of all, authorize the United States to co- 
Operate with and assist any nation or group of nations in the 
general area of the Middle East in the development of eco- 
nomic strength dedicated to the maintenance of national in- 
dependence. 

It would, in the second place, authorize such assistance and 
undertake in the same region programs of military assistance 
and co-operation with any nation or group of nations which 
desires such aid. 

It would, in the third place, authorize such assistance and 
co-operation to include the employment of the armed forces 
of the United States to secure and protect the territorial in- 
tegrity and political independence of such nations, requesting 
such aid, against overt armed aggression from any nation con- 
trolled by international communism. 


TREATY OBLIGATIONS ARE EMPHASIZED 

These measures would have to be consonant with the treaty 
obligations of the United States, including the Charter of the 
United Nations, and with any action or recommendations of 
the United Nations. They would also, if armed attack occurs, 
be subject to the overriding authority of the United Nations 
Security Council in accordance with the Charter. 

The present proposal would, in the fourth place, authorize 
the President to employ, for economic and defensive military 
purposes, sums available under the Mutual Security Act of 
1954, as amended, without regard to existing limitations. 

The legislation now requested should not include the author- 
ization or appropriation of funds because I believe that, under 





Arabia. There is the Presidential declaration of April 9, 1956, 


VITAL SPEECHES OF THE DAy 















































the conditions I suggest, presently appropriated funds will be 
adequate for the balance of the present fiscal year ending June 
30. I shall, however, seek in subsequent legislation the authori. 
zation of $200,000,000 to be available during each of the fiscal 
years 1958 and 1959 for discretionary use in the area, in addi- 
tion to the other mutual security programs for the area here- 
after provided for by the Congress. 


Vil 


This program will not solve all the problems of the Middle 
East. Neither does it represent the totality of our policies for 
the area. There are the problems of Palestine and relations 
between Israel and the Arab states, and the future of the Arab 
refugees. There is the problem of the future status of the Suez 
Canal. These difficulties are aggravated by international com- 
munism, but they would exist quite apart from that threat. |r 
is not the purpose of the legislation I propose to deal directly 
with all these problems. The United Nations is actively con- 
cerning itself with all these matters, and we are supporting 
the United Nations. The United States has made clear, notably 
by Secretary Dulles’ address of August 26, 1955, that we are 
willing to do much to assist the United Nations in solving the 
basic problems of Palestine. 

The proposed legislation is primarily designed to deal with 
the possibility of Communist aggression, direct and indirect. 
There is imperative need that any lack of power in the area 
should be made good, not by external or alien force, but by 
the increased vigor and security of the independent nations of 
the area. 

Experience shows that indirect aggression rarely if ever suc- 
ceeds where there is reasonable security against direct aggres- 
sion; where the government possesses loyal security forces, 
and where economic conditions are such as not to make com- 
munism seem an attractive alternative. The program I suggest 
deals with all three aspects of this matter and thus with the 
problem of indirect aggression. 

It is my hope and belief that if our purpose be proclaimed, 
as proposed by the requested legislation, that very fact will 
serve to halt any contemplated aggression. We shall have heart- 
ened the patriots who are dedicated to the independence of 
their nations. They will not feel that they stand alone, under 
the menace of great power. And I should add that patriotism is, 
throughout this area, a powerful sentiment. It is true that fear 
sometimes perverts true patriotism into fanaticism and to the 
acceptance of dangerous enticements from without. But if that 
fear can be allayed, then the climate will be more favorable 
to the attainment of worthy national ambitions. 


“WorDS ALONE ARE NOT ENOUGH” 

And as I have indicated, it will also be necessary for us to 
contribute economically to strengthen those countries, or 
groups of countries, which have governments manifestly dedi- 
cated to the preservation of independence and resistance to 
subversion. Such measures will provide the greatest insurance 
against Communist inroads. Words alone are not enough. 


Vill 

Let me refer again to the requested authority to employ the 
armed forces of the United States to assist to defend the terri- 
torial integrity and the political independence of any nation 
in the area against Communist armed aggression. Such author- 
ity would not be exercised except at the desire of the nation 
attacked. Beyond this, it is my profound hope that this author- 
ity would never have to be exercised at all. 

Nothing is more necessary to assure this than that our policy 
with respect to the defense of the area be promptly and clearly 
determined and declared. Thus the United Nations and all 
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friendly governments, and indeed governments which are not 
friendly, will know where we stand. 

If, contrary to my hope and expectation, a situation arose 
which called for the military application of the policy which I 
ask the Congress to join me in proclaiming, I would of course 
maintain hour-by-hour coatact with the Congress if it were in 
session. And if the Congress were not in session, and if the 
situation had grave implications, I would, of course, at once 
call the Congress into specia! session. 

In the situation now existing, the greatest risk, as is often 
the case, is that ambitious despots may miscalculate. If power- 
hungry Communists should either falsely or correctly estimate 
that the Middle East is inadequately defended, they might be 
tempted to use open measures of armed attack. If so, that 
would start a chain of circumstances which would almost surely 
involve the United States in military action. I am convinced 
that the best insurance against this dangerous contingency is to 
make clear now our readiness to co-operate fully and freely 
with our friends of the Middle East in ways consonant with the 
purposes and principles of the United Nations. I intend 
promptly to send a special mission to the Middle East to ex- 
plain the co-operation we are prepared to give. 


IX 
The policy which I outline involves certain burdens and 


203 








indeed risks for the United States. Those who covet the area 
will not like what is proposed. Already, they are grossly dis- 
torting our purpose. However, before this, Americans have 
seen our nation’s vital interests and human freedom in jeop- 
ardy, and their fortitude and resolution have been equal to the 
crisis, regardless of hostile distortion of our words, motives 
and actions. 

Indeed, the sacrifices of the American people in the cause 
of freedom have, even since the close of World War II, been 
measured in many billions of dollars and in thousands of the 
precious lives of our youth. These sacrifices, by which great 
areas of the world have been preserved to freedom, must not 
be thrown away. 

In those momentous periods of the past, the President and 
the Congress have united, without partisanship, to serve the 
vital interests of the United States and of the free world. 

The occasion has come for us to manifest again our national 
unity in support of freedom and to show our deep respect for 
the rights and independence of every nation—however great, 
however small. We seek not violence, but peace. To this pur- 
pose, we must now devote our energies, our determination, 
ourselves. 


DWIGHT D. EISENHOWER 
The White House, January 5, 1957. 


Being A Good Neighbor Is Good Business 


THE CULTIVATION OF PUBLIC GOOD WILL 
By JOHN A. BARR, Chairman and President, Montgomery Ward & Company, Inc. 


Delwered before the luncheon session of the National Industrial Conference Board's 371st Meeting, St. Louis, Missouri 
November 15, 1956 


HE SUBJECT which has been assigned to me today is, 

indeed, the statement of a verity. To describe why it is 

good business to be a good neighbor, might be likened 
to explaining why honesty is the best policy. 

I believe that business managers today almost uniformly ac- 
cept the principle that living and working with the company’s 
various publics on a friendly and corporate basis is a definite 
and necessary part of progressive business management. 

But even though we accept the principle, and even though 
the title of these remarks may be a truism, I fear that all too 
many of us in business would have to admit that our business 
associates should “Do as I say, and not as I do” with respect 
to good corporate neighborliness. In fact, I doubt that any of 
us could truthfully say that he is living up to all of his res- 
ponsibilities in this regard. 

In my case I feel something like the farmer who was resist- 
ing the blandishments of a book salesman trying to sell him 
a book on modern farming. “Don’t you want to know how to 
farm better?” the exasperated salesman finally asked. 

“Shucks, son,” said the farmer, “I ain’t farming now half as 
well as I know how to.” 

The principle of treating with your neighbor as you would 
want your neighbor to treat with you is not a new principle. 
We might cite the Bible as proof of the fact that people, as 
individuals, have understood the values of good neighborliness 
for many centuries. 

But when people associated together into nations, and acted 
as a group in dealing with other groups, they all too frequently 
disregarded this principle which they as individuals under- 





stood so well. History is replete with the tales of wars which 
evidence the truth of this. And, even today, the organization 
of the United Nations travels a thorny path in its efforts to 
promote good neighborliness among nations, and our own 
“Good Neighbor Policy” is a controversial means of achieving 
peace and prosperity. 

Business in our country today is done largely by and 
through corporations, which, also, are associations of people. 
Although a corporation is composed of people, and is a legal 
entity, it is not a person. We are reminded that it does not 
have a living heart by repeated and perfidious references to 
our great business institutions as “heartless corporations.” 

Bur let us not be too disdainful of our critics. We need not 
go back beyond the span of our own memories to a period 
when “the public be damned,” “the employees be damned,” 
and “the stockholders be damned,” was more the rule than 
the exception. Corporations, in general, lived very comfort- 
ably and very profitably under the worthy though narrow in 
junction of Emerson that if we build a better mouse trap the 
world will beat a path to our door. 

Even though those were quite profitable days for business, 
and even though they marked the era in which the United 
States made its greatest strides in raising the national standards 
of living, the fact is that yesterday's pattern of corporate be- 
havior falls short of meeting our requirements for success 
today and progress tomorrow. 

Certainly, the building of a better mouse trap is just as im- 
portant today as ever it was. But that in itself is no longer 
enough. America never stands still. The economy in which 
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we live is, and must continue to be, a changing and dynamic 
economy. And one of the significant developments of recent 
years has been the growth of an intense interest on the part of 
an ever increasing number of people in the affairs of business 
concerns which affect them and their friends and neighbors. 
Undoubtedly, this development is a result, at least in part, of 
the vest improvements we have made in our transportation 
and communication systems. People are closer to each other, 
and are better informed about other people—their activities, 
their desires, their needs, their problems, their successes, and 
their failures—than ever before in history. The growth of this 
interest in corporate affairs and corporate policies must also 
be attributed, in part, to the fact that corporate business con- 
stantly is growing, and more and more people as employees, 
suppliers, customers, investors, and simply as neighbors are 
affected, both directly and indirectly, by what the corporation 
does and how it does it. 

News about our companies that once was strictly for the 
business and financial pages is now on the front pages. Radio 
and television networks frequently devote their programs to 
some aspect of business affairs or to some learned economic 
topic, confident that they have not only an understanding but 
an attentive audience. 

People may still beat a path to our doors. But they may 
not lift the latch key and walk in unless they feel they are 
welcome; unless they feel our business is a friendly place with 
a sincere interest in improving the American scene. 

People are listening for, and are listening to, the voice of 
American business. The average man and woman—the man in 
the street or Joe Smith, if you like—wants to know more 
about his corporate neighbors than the bare cold facts of 
annual sales and profits. That average man wants to know by 
feel—perhaps by instinct—what makes the corporation tick. 
He still isn’t sure whether it has a heart, but he is interested 
in finding out. 

I recalled as I was developing these remarks for today, a 
survey of public opinion that was made a few years ago in a 
Middle Western industrial city. Seven corporations were 
tested for their standing in the community. The results showed 
it was not the company that paid the highest wages which was 
considered the best piace to work. Instead, the most popular 
companies were those that had managed to transmit to their 
neighbors the feeling that they were something more than 
profit-making machines. The companies which rated highest 
were those which, over the years, had convinced the residents 
of that community that management wanted to help create 
better lives for those who worked and lived there. This evi- 
dences a mode of thinking on the part of our employees and 
of our neighbors which it would be perilous to ignore. 

My major thesis today is that those average men and wo- 
men, the Joe Smiths of America, want to feel closer to the 
corporations of their community, and they want to feel that 
the corporation is closer to them. For varying reasons, more 
of them have an interest in us and they are anxious that we 
have a respectful interest in them. They want to know more 
about us. This attitude of these millions of people is what 
makes it good business to be a good neighbor. 

Frank Abrams, retired chairman of the Standard Oil Com- 
pany of New Jersey puts it this way: 

“Business has a golden opportunity to demonstrate that it 
can be responsive to more needs of society than its material 
requirements.” 

Mr. Abrams has expressed what many of us in business feel 
and what many of us are trying to do. In fact, many of the 
means which business has of responding to the needs of so- 
ciety have come to be regarded by modern industrial leader- 
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ship as obligations which are owed to the community and the 
nation for the privilege of doing business. In a sense we might 
call this the civic rent we pay for being a member of the 
community. And the success with which we discharge these 
obligations, and even the manner of our approach to them, 
has a vital effect upon the community’s attitude toward us 
and upon our continued success, if not our very existence. 


The importance of being a good neighbor reflects itself nox 
Only in our sales, but in many other ways as well. The com- 
munity, composed of our neighbors, supplies the manpower 
we need to run our plants, makes the laws under which we 
do business, and determines in the long run whether we shal! 
continue to operate or not. 

In my own company we have attempted to acknowledge 
this obligation we feel toward the communities in which we 
do business. One of the basic tenets in the statement of busi- 
ness principles under which we operate is a formal recogni- 
tion of the obligation to be a good citizen in our communities. 
The importance of public support and public approval is 
firmly established in our thinking. Though we at Montgomery 
Ward have not arrived at the point we hope to reach in our 
relations with the public and the community, we are moving 
toward set objectives, and we are making progress. 

I referred earlier to the ancient roots of good neighborliness 
among us as individuals. Basically the things which make a 
corporation a good neighbor are the same things which make 
an individual a good neighbor. Someone once said that good 
public relations are simply the mass-production of what we 
would as one individual do to another. For the most part, we 
individually are known as good neighbors by the way we live 
and conduct our day-to-day affairs, and by the attitude we dis- 
play toward others. Being a good corporate or industrial citi- 
zen is very much the same. 

Because the proven worthiness of good neighborliness 
among us as individuals, in our private lives, is so well estab- 
lished, practically all businessmen have a better understanding 
of the principles involved in this field than they themselves 
realize. Our problem, as I see it, is largely one of doing the 
things we already know should be done, and we already know 
how to do. 

No amount of rules or cliches can govern every aspect of 
individual or corporate behavior. A company, like an individ- 
ual, must deal with each situation separately as it arises. How- 
ever, we have set down a few general rules to guide us in our 
progress towards being a better neighbor. There are seven of 
these rules, and they might be called “The Seven Command- 
ments of Corporate Citizenship.” There is nothing novel about 
these guiding principles. You know them well, and, like most 
things important, they are simple and elemental. Nevertheless, 
I have found it profitable to review them from time to time, 
and I would like to relate them to you. 

The first commandment of corporate citizenship is: “BE 
SUCCESSFUL.” There is no question but that management's 
first obligation is to run the business successfully. The true and 
basic security of our employees, and of the community de- 
pendent upon our payroll, rests directly upon a successful and 
profitable operation of the enterprise. A successful business 
provides a service to the community that automatically carries 
with it steady employment, job opportunities, taxes, local pur- 
chases, and last but by no means least, dividends to the stock- 
holders. The more successful the company is, the more these 
benefits to the community increase. 

Contrariwise, a sick, unsuccessful and unprogressive enter- 
prise is not an asset to the community. Such a business is sur- 
rounded by worry, uncertainty and confusion and is more con- 
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JOHN A. BARR 


cerned with its own survival than with any problems of the 
community. 

The community and the industrial enterprise are interde- 
pendent. While a company’s progress depends upon public 
support and public approval, the community needs a healthy 
and prosperous commercial and industrial life for its own 
welfare. 

So, putting first things first, I would say that a corporation's 
primary service to the community is to be successful in what 
it was created to do, whether that be manufacturing, selling, 
or providing a service. 

Commandment number two is: “BE A GOOD EM- 
PLOYER.” A corporation, to be a good citizen, must be a 
good employer. His place of business must be a good place 
to work. The job of being a good citizen starts inside with the 
company’s policies toward its own employees. 

Corporate management has long recognized the value of 
good employee relations in promoting efficiency, safety, and 
economy in operations. But good employee relations have also 
come to be recognized as the first requisite of good public and 
community relations. Recent surveys have produced convinc- 
ing proof of this fact. 

One of the great oil companies conducted an opinion sur- 
vey in the communities in which its plants were located. It 
was found that 77% of the community residents who held 
a favorable opinion about the company based those opinions 
on conversations held with satisfied employees. Conversely, 
56% of those holding unfavorable opinions received their im- 
pressions from dissatisfied employees. 

Other surveys have pointed up the fact that the satisfied and 
happy employee exercises a profound influence on the public’s 
opinion of the company. From such studies it is obvious that 
employees are a prime factor in shaping a community's im- 
pression of, and attitude toward, a corporation. It may be pos- 
sible to have good employee relations without having good 
public relations, but it is not possible to have good public re- 
lations without good employee relations. For this reason, BE 
A GOOD EMPLOYER, stands with BE SUCCESSFUL at the 
head of our list of commandments. 

The third rule I would call: “BE RESPONSIVE.” Take an 
interest in community problems. Be a ready listener whenever 
problems dealing with the general welfare are up for dis- 
cussion. 

We may not always be able to help but at least we can listen 
and we owe that courtesy to the community. Show your wil- 
lingness to help if you can and if you can’t help, say why you 
can’t. 

When a problem comes to you for decision or comment, 
give an answer or take action as promptly as possible. Don’t 
delay unnecessarily when the community is looking to you 
for leadership or for action. Your promptness will be appreci- 
ated by the community and will go a long way towards stamp- 
ing your company as a leader. 

Commandment number four is: “BE GENEROUS AND 
HELPFUL.” Most modern corporations attempt to do their 
share financially, particularly with respect to the reputable 
charities of the community. No one has to sell most companies 
on making a contribution to the Community Chest. 

But generosity frequently calls for more than money. Real 
generosity calls for a willingness to work in the interests of 
the community and its welfare, it often involves the furnish- 
ing of leadership, and it may involve the furnishing of other 
things all the way from encouragement to facilities and man- 
power. 

I am told of one company which lends a full time staff of 
100 employees to help organize the United Fund Drive in the 
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city of its principal operation. We can’t all be this generous 
with manpower, but there may be other things we can do. For 
example, a business may be able to lend some part of its 
corporate or professional skills to work on a community-wide 
problem, such as air or stream pollution, slum clearance, traf- 
fic congestion, or sewage disposal, and thus make the commu- 
nity a better place in which to live. 

A good example of such forward looking community ser- 
vice was provided here in St. Louis where a committee of dis- 
tinguished chemists, engineers and businessmen combined to 
solve the smoke problem which plagued the city for many 
years. 

Generosity, then, may include time or manpower or special 
skills to help put over the drive or solve the problem. 

The fifth rule is: “BE ACTIVE.” Too many businessmen 
have lent their names to worthy causes upon the assurance they 
would not be called upon to do any work. I must admit that 
I have been guilty of this. But my sober judgment is chat being 
a “letterheader” is a poor practice. 

Those of us who have done this would be better advised to 
accept fewer responsibilities, but take the leadership, or at least 
an active interest, in those we do accept. The gratitude of the 
community goes to those who are leaders and doers, and the 
corporation benefits from the reputation of being staffed by 
people “who get things done.” 

Commandment number six is: “BE ACCESSIBLE AND 
HOSPITABLE.” Neighbors are suspicious of the house with 
the tightly drawn shutters. Don’t withdraw from the commu- 
nity or operate behind a curtain. 

A little over a year ago, when I found myself suddenly and 
unexpectedly placed at the head of the company which em- 
ploys me, I faced the first press conference of my career. 
You may recall that our company had just emerged from a 
spirited proxy fight in which the opposition had charged 
the management with indifference to the public interest. The 
reporters present wanted to know if they would be able to get 
news out of Montgomery Ward, and if representatives of 
the company would be available to answer questions about 
the company from time to time. In response, I made this 
statement: 

“As a large and quasi-public institution, Wards acknowl- 

edges the right of the public to information about our 

company and we recognize the press, the radio, and the 
magazines as the representatives of the public in securing 
that information. Accordingly, the doors of this institution 
will be open at all times for the convenience of the press 
in obtaining news to which they are legitimately entitled.” 

I know of no single step which develops more good will 
than a demonstrated willingness to be accessible to the press 
and other representatives of the community for the discussion 
of any subject of mutual interest. 

Accessibility, of course, to be most effective must be ac- 
companied by hospitality. The display of courtesy and good 
manners in welcoming visitors and talking with them is as 
much a part of being a good neighbor on the part of a com- 
pany, as it is in the case of an individual. 

The final commandment I would call: “BE EXPRESSIVE.” 
By this I do not mean that we should brag. On the other 
hand, however, there is no reason to hide our light under a 
bushel. Let the community know the facts about your business 
and its relation to the community—your purchases, your pay- 
roll, your taxes, etc. Put your policy on community relations, 
corporate donations, etc., in writing and let the community 
know what it is. 

At Montgomery Ward we have a brief statement of cor- 
porate citizenship which reads: 
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“Wards recognizes that good corporate citizenship requires 
earnest support of the aims and desires of the community. 
To this end Wards wants to take an active part in activities 
that benefit the communities in which we do business. 
Accordingly, the company will support charitable organiza- 
tions and civic improvement projects which the manage- 
ment believes benefit the community as a whole, and with 
whose objectives the company is in accord. 
We will be pleased to allow civic groups and organizations 
reasonable use of our facilities as far as orderly conduct of 
our business permits. 
All employees are encouraged to assume their fair share 
of civic obligations and responsibilities to the extent this 
can be done without neglecting the duties of their job.” 
Any statement of this nature must necessarily be tailored 
to the business and policies of a particular company. But the 
mere act of putting such a statement in writing and holding 
it out for all to see, helps the community to understand our 
aims and our problems and has a direct bearing upon our 





reputation as a good citizen. 

The cultivation of public good will is not an operation 
which can be turned on and off like a faucet. Neither is good 
will a tangible thing which we can place in the bank to draw 
interest. Good will is real, but it is perishable. We must con- 
stantly work at building and strengthening it, or it will dis. 
appear. 

I am reminded of an attorney, in a criminal case, who had 
produced evidence of his client’s good character over the years 
Good character, the attorney said, is like the coral reefs of 
the Pacific that surround the small islands. They grow and 
grow through the years. Finally, they become a bulwark 
against the lashing storms that threaten to destroy the island 
and its people. 

The creation of good corporate character for our business 
institutions, by being a good neighbor in our communities, is 
the coral reef that we must build slowly through the years. I: 
is an important and a never ending task. 


Implications Of Labor's 
Political Activities 


THE VIOLATION OF RIGHTS AND FREEDOMS OF ORGANIZED LABOR 
By GEORGE F. HINKLE, Commissioner, Division of Labor, State of Indiana 


Delivered before the 61st Congress of American Industry, New York City, December 5, 1956 


T IS CERTAINLY an honor and a privilege to be here 

today to address this 61st Congress of American Industry. 

Not only do I consider this a distinct privilege, but I also 
appreciate the opportunity to discuss with you the subject of 
labor's political activities. 

In order to discuss this problem in its proper light it will be 
necessary first to establish the fact that unions have become 
one of the most powerful special interest groups in the political 
arena today and that many labor political bosses are acquiring 
this power through the use of compulsory union dues money 
for political purposes. Next the fact shall be established that 
this use of dues money for such purposes is immoral and un- 
constitutional. After establishing these two facts, we can then 
explore the implications and possibilities of such activities. 

In developing this basic outline it shall be to our benefit to 
touch briefly on the history of the American labor movement 
as it has been involved politically from its inception to this 
present date. We must do this in order that we may see how 
the political complexion of the labor movement has changed 
down through the years. We shall scrutinize and analyze the 
philosophy of certain great labor leaders. We shall discuss the 
problem of labor bosses as a special interest group and their 
domination of one of our major political parties. We must be 
constantly aware of the fact that individual rights and freedoms 
make up the fundamental theme of a discussion such as this 
and that many times these rights supersede the rights of gov- 
ernment or labor organizations. 

The American labor movement was born on or about the 
year 1790 and from that time up to the year 1882, many types 
and kinds of union organizations came into being, developed, 
and passed away. One of the principal reasons for the demise 
of many of these union organizations was their close align- 
ment with political parties and factions. In fact they operated 





mostly as a supplement to some political group and their 
success as labor unions, as a result, depended upon the success 
and power of the particular political organization or faction 
to which they had become beholden. 

It is important to note that in those days the union organi- 
zations were beholden to the political parties. Today, the exact 
opposite is true. One of our two major political parties is 
becoming more and more indebted to, and controlled by, a 
group of politically powerful labor bosses. 

In 1882, the American Federation of Labor was born and 
organized by men such as Samuel Gompers, Peter Strasser, and 
others. The AFL was not the first Federation of International 
Unions, but it was the first to weather wars and depressions, 
and as you know, it is still with us today, more powerful than 
ever before. There are reasons for the survival and growth of 
the AFL. 

Originally Gompers and the other founders of the AFL were 
active members of the Socialist Party, but as their federation 
grew, they became increasingly aware of the incompatibility 
of socialism as opposed to the American capitalistic type of 
government, in which they believed. These men discarded 
socialism completely and developed the first American busi- 
ness type union with the philosophy of a fair day’s work for a 
fair day's pay and the avoidance of political entanglements and 
organized politics. This is the primary reason why the AFL 
prospered and grew. Later we shall examine Mr. Gompers’ 
philosophy more thoroughly. 

The AFL reigned as the only great federation of interna- 
tional unions from 1882 to 1936, at which time we saw the 
birth of the Congress of Industrial Organizations. The CIO 
evolved out of the fact that the true test of organized labor's 
political power lies in its financial support of a political party 
or candidate. John L. Lewis made no bones about the fact that 
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the United Mine Workers and the CIO paid $500,000 for a 
piece of legislation giving them the right to organize. 

With the organization of the CIO there came into power a 
certain left-wing socialist element, some of whom we might 
categorize as intellectual radicals. Under Lewis, this group 
formed Labor's Political Non-partisan League, which disinte- 
grated in 1940 because the left-wing group was not non- 

artisan and Lewis attempted to be when he endorsed 
Wendell Wilkie for President of the United States. 

Someone may question the use of the term “left-wing social- 
ist”, so let us go to the year 1942 and see what happened be- 
cause of what some labor leaders called brazen election vic- 
tories by reactionary forces. This left-wing group was seeking 
some way to bore into one of our two major national political 
parties and because of the results of the 1942 elections, this 
group organized and promoted the CIO Political Action Com- 
mittee. The following is from a pro-union publication entitled, 
The First Round. “PAC was fortunate in having the advice of 
the distinguished CIO General Counsel, Lee Pressman. It was 
even more fortunate in its own legal advisor, John Abt. John 
Abt gave more than legal advice. He participated in the plan- 
ning of every one of the PAC’s activities.” 

Recently John Abt represented the Communist Daily 
Worker in its difficulties with the Treasury Department. Press- 
man has admitted being a Communist at one time. Abt has 
used the Fifth Amendment many times in Congressional hear- 
ings. Pressman and Abt were in a powerful advisory position 
with the CIO-PAC and someone was responsible for their 
being there. The term “left-wing socialist” is very mild when 
applied to men such as these two. 

In 1948, five years after the birth of the CIO-PAC, the AFL 
formed Labor’s League for Political Education. This organiza- 
tion, however, was not as active or partisan as the PAC be- 
cause of the great number of members in the AFL who were, 
and still are, exponents of the Gompers school of conservative 
trade unionism. In 1952, we saw, for one of the few times in 
their history, the endorsement of a presidential candidate by 
the AFL, something the CIO-PAC had been doing consistently 
since 1944. 

In 1955, the merger of the AFL and the CIO came about. 
As a result we now see a special interest union political organi- 
zation known as the Committee on Political Education 
(COPE). This political organization is a powerful, fast-grow- 
ing arm of the Democratic Party and is well on the path to 
gaining control of the National Democratic Party as it has 
already gained control of that party in the states of Michigan, 
Indiana, Pennsylvania, and others. 

Now let’s talk about individual rights and freedoms. 

Today there are millions of members of organized labor 
who have been and are presently being compelled to contribute 
to the campaign funds and efforts of candidates not of their 
choosing—candidates these same union members oppose at the 
polls. This violation of individual rights and freedoms, this 
violation of individual political freedom is a result of the 
absolute power the labor political bosses wield over a minority 
in organized labor and is made possible by the union shop 
clause which in turn provides the union boss with compulsory 
union dues money. This dues money is being used to help 
finance the campaigns of certain political candidates and seg- 
ments of the Democrat Party. 

A few moments ago I made the point that the true test 
of a labor leader's political strength and power lies in his 
ability financially to support a candidate or party and now we 
tie that point in with the fact that the union shop clause 
makes it possible for the labor political boss to render this 
tremendous financial support to candidates. 

You often hear the labor leader defend himself by saying 
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that he cannot deliver any vote except his own and this de- 
fense on the part of the labor leader is accepted by many as 
being true and therefore many persons in our country have a 
tendency to discount the ability of a union political boss to 
influence a political contest. 

Of course he can deliver only his own personal vote in 
most instances, but, with huge financial resources at his dis- 
posal, he can propagandize his membership, and when he does 
this he sees to it that they get only one side of the story. He 
can sponsor and pay for expensive radio and television time, 
which he does. He can furnish cars, drivers, and workers on 
and before election days; this he does. The grass roots workers 
and car drivers are the very key to the success of many poli- 
tical campaigns. Any person who is familiar with organiza- 
tional politics knows this. Of course the labor political boss 
can deliver only one vote, his own, but he can also deliver the 
ammunition to be used to influence the thinking and voting of 
thousands of other persons. 

Remember this, when one sells a political candidate, one is 
selling an intangible; and in order to sell the intangible, which 
is what the candidate stands for, one must sell an idea; and in 
order to sell an idea, one must propagandize; and in order to 
propagandize in a political campaign, one must spend huge 
sums of money. The labor boss furnishes the huge sums of 
money and this money is available to him because of the com- 
pulsory dues money required by the union shop clause. 

Many union members will not agree with this propaganda, 
these television and radio programs, the financing of workers 
and drivers, etc., but still these members are forced to help 
finance these various political activities against their will. In- 
dividual political freedom is being sacrificed to gain political 
power for a certain few. 

I can cite many instances and examples of the use of dues 
money for political purposes, but I shall use only one or two 
major examples because of the limited time. 

First let’s look at the state of Michigan and the testimony 
of Mr. John Feikens, Michigan Republican State Chairman, 
before the Senate Subcommittee on Privileges and Elections in 
the spring of 1955. Mr. Feikens submitted an audit report by 
Emil Mazey, secretary-treasurer of the UAW-CIO, for the 12- 
month period ending December 31, 1954, which showed a 
political action disbursement from the union General Fund of 
$2,611,980.05. All for the Democrat Party. This amount 
was broken down into categories labeled educational, editorial, 
radio, citizenship, PAC department expenses, etc. Regardless of 
how it is labeled, it is all politics and political action. 

In a recent conversation with Mr. Feikens he told me that 
from all indications the UAW-CIO doubled this tremendous 
expenditure in the elections of this year. He expects the audit 
report of the UAW-CIO, which will be published next spring, 
to bear him out in his analysis of their expenditures. 

This case of huge expenditures on the part of the UAW- 
CIO in Michigan is going before the United States Supreme 
Court this year or early next year. The decision as to its 
legality will be one of extreme significance and importance. 

When this case was before Federal Judge Frank A. Picard 
in Michigan, the Judge dismissed the case on the grounds that, 
“The expenditures charged in this indictment are not pro- 
hibited by the act.” This may be true, and if it is, the act should 
be strengthened so that it would prohibit these expenditures. 
But the Judge goes on to say that the union was “exercising the 
right of free speech”. 

“Free Speech?” In other words the individual union member 
must supply the labor leader with money so that he, the labor 
leader, can speak freely for the political candidate endorsed by 
the labor leader. The right of individual political freedom and 
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endorsement is completely ignored by the labor leader and the 
udge. 

; tn another part of his opinion, Judge Picard says this, “It 
(the union) desired to inform its members and others of the 
position of the union on those seeking certain federal offices.” 
Now I ask you, just who is the union, the bosses or the rank 
and file membership? In other words, the union boss says he 
has the right to take my money and spend it to tell me what 
candidate I am supporting in an election for public office, 
when I already know what candidate I am supporting and do 
not particularly care for the labor boss’s advice in the first 
place. That is just like saying down is up. 

Reverend Edward A. Keller, CS.C., of the University of 
Notre Dame brought out the case of Cecil B. DeMille in his 
recent book entitled, The Case for Right-to-Work Laws. Mr. 
deMille refused to contribute a dollar, assessed by the union 
for a political purpose to which Mr. deMille was opposed, and 
as a result Mr. deMille was suspended from his union and 
consequently put off the air. Father Keller goes on to note that 
from 1944 to this day Mr. deMille has not been allowed to 
produce a radio show by reason of his refusal to make a 
forced political contribution. If this can happen to a man as 
prominent, powerful, and wealthy as Mr. deMille, what chance 
has an ordinary worker to protect himself against abuse under 
compulsory unionism and the use of his dues money for poli- 
tical activities? 

In order to establish the fact that the use of such dues money 
is immoral and unconstitutional we shall examine certain 
opinions and philosophies. 

First I should like to read from the Encyclical Letter of 
Pope Leo XIII on The Condition of Labor. This establishment 
of an individual right is found in the ninth paragraph of the 
Encyclical Letter and is as follows: “Clearly the essential reason 
why those who engage in any gainful occupation undertake 
labor, and at the same time the end to which workers imme- 
diately look, is to procure property for their very own. When 
the worker places his energy and his labor at the disposal of 
another, he does so for the purpose of getting the means neces- 
sary for livelihood. He seeks in return for the work done, ac- 
cordingly, a true and full right not only to demand his wage, 
but to dispose of it as he sees fit. . . . Therefore, inasmuch as 
the socialists seek to transfer the goods of private persons to 
the community at large, they make the lot of all wage earners 
worse, because in abolishing the freedom to dispose of wages 
they take away from them by this very act the hope and the 
opportunity of increasing their property and of securing ad- 
vantages for themselves.” 

This paragraph of Pope Leo's Letter established the right 
of a worker to dispose of his wages, which is the same as pro- 
perty, as the worker sees fit and also brings out the point that 
the confiscation of a worker's property without compensation 
and by force is socialism and the denial of an individual right. 

Judge Carter of the Nebraska Supreme Court had this to say 
about compulsory unionism today and why it should be op- 
posed because unions, in their functioning, are becoming more 
and more political. “In some instances compulsory member- 
ship would compel support, financial and otherwise, of policies 
which an employee might deem objectionable from the stand- 
point of free government and the liberties of the individual 
under it... . To compei any employee to make involuntary 
contributions from his compensation for such purpose is tak- 
ing his property without due process of law. . . . To force con- 
tributions against one’s will in the manner here employed is a 
violation of his fundamental rights and privileges. It is a vio- 
lation of ‘nor be deprived of life, liberty, or property without 
due process of law’, contained in the Fifth Amendment of the 
Constitution of the United States.” 
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From an opinion by Judge Abner McCall, Associate Justice 
of the Texas Supreme Court, we find this interesting bit of 
history. 

Prior to the American Revolution, compulsory religion was 
the law in nine of the original colonies and the churches were 
supported by taxes. Judge McCall states as follows: “The cru- 
cial struggle came in the Virginia House of Delegates in 1784 
over a bill for a ‘general assessment’ for the maintenance of 
religion. No less an orator than Patrick Henry urged that since 
religion promotes happiness and prosperity for all, every citi- 
zen should be compelled by law to contribute to the support 
of his church. . . . The opponents of the general assessment bil], 
led by James Madison, supported an opposition bill drafted by 
Thomas Jefferson, entitled ‘Statute of Virginia for Religious 
Freedom’, which declared in its preamble the following, ‘That 
to compel a man to furnish contributions of money for the 
propagation of opinions which he disbelieves and abhors is 
sinful and tyrannical.’ ... Madison and Jefferson won this fight 
and later Madison wrote Jefferson the following in a letter. 
‘I flatter myself that we have in this country extinguished for- 
ever the ambitious hope of making laws for the human mind’.” 
Judge McCall goes on to say that “Apparently the gift of 
prophecy was not among Madison’s endowments.” 

If in this case one will substitute the word unions for the 
word churches, one can see that the use of compulsory union 
dues money for political purposes is a violation of individual 
rights by unions, and those union bosses who claim they have 
a right to do this are placing themselves and the union above 
and beyond the rights and the powers of the state and the 
church. If certain labor political believe that they have 
rights and powers which are greater than the state or the 
church, what will happen to government when candidates 
owned and controlled by labor bosses are elected to office? 
They will make sure that they get these powers and maintain 
them. 

Now we have established the fact that compulsory union 
dues money is being used for political purposes and we have 
established the fact that it is immoral and unconstitutional. 
Let us now examine the philosophy and the thinking of two 
prominent labor leaders in the American labor movement— 
Samuel Gompers and Walter Reuther. 

Gompers had this to say about the socialists at the 1903 
convention of the AFL. “I want to tell you socialists that | 
have studied your philosophy, read your works upon econo- 
mics. . . . I have heard your orators and watched the work of 
your movement the world over. . . . I have kept close watch 
upon your doctrines for thirty years; have closely associated 
with many of you and know what you think and what you 
propose. . . . I know, too, what you have up your sleve. And I 
want to say that I am entirely at variance with your phlosophy. 
... Economically you are unsound, socially you are wrong, and 
industrially you are an impossibility.” 

At the American Federation of Labor’s convention held at 
E! Paso, Texas, in 1924, Gompers had this to say about volun- 
tarism, “So long as we have held fast to the voluntary princi- 
ples and have been actuated and inspired by the spirit of serv- 
ice, we have sustained our forward progress and we have made 
our labor movement something to be respected and accorded a 
place in the council of our Republic. Where we have blun- 
dered into trying to force a policy or a decision, even though 
wise and right, we have impeded, if not interrupted, the reali- 
zation of our aims.” 

Today this does not seem to be the policy of the now merged 
AFL-CIO and I say that the ranks and leadership of this great 
organization abound with those persons who are of the left- 
wing socialist school. These persons, some of whom are the 
intellectual radical type, are doing their utmost to promote 
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and foster their absolute control over all the citizens of our 
country. They wish to promote their own socialistic ideals by 
using the labor movement as a vehicle for the attainment of 
these ideals. 

Most of you have probably heard of the famous Reuther 
letter dated January 20, 1934, which Walter and Victor Reu- 
ther sent from Russia to their brother and sister in America. 
This letter is a glowing accolade to the Russian Communist 
movement and ends with this statement, “Carry on the fight 
for a Soviet America.” The letter was signed Vic and Wal. 

From the Congressional Record of Tuesday, August 2, 1955, 
an excerpt from the remarks of Clare E. Hoffman, Congress- 
man from Michigan, the following is taken and I quote: “In 
1933 Walter Reuther was lecturing under the auspices of the 
Young People’s Socialist League, which was a forerunner of 
the League for Protection of Civil Rights. At this meeting 
Walter Reuther was asked this question: ‘Do you believe in 
religion and God or in science as a religion?’ His answer was: 
‘We do not believe in God, but that man is God.’ (Testimony 
of Herman Luhrs, chairman of the joint committee of the 
American Legion, Flint, Mich.; vol. 2, p. 1654.)” 

In his testimony before the Senate Subcommittee on Privi- 
leges and Elections (the Gore Committee) just last October, 
a month prior to the national elections, Reuther made some 
rather startling, questionable, and contradictory statements 
throughout his appearance. 

In a question on the results of voting for or against a union 
shop, Reuther said the following, and I quote: “They came 
to be liberated. We liberated the workers in this industry. We 
didn’t enslave them. A little insignificant minority that wouldn't 
pay a dime for anything want a free ride.” 

When I ask you did we ever in this country consider 
any minority insignificant? A minority of one is not insigni- 
ficant according to our concepts of government. I wonder if 
Walter Reuther considered himself a member of an insigni- 
ficant minority when he first started to help organize the 
United Auto Workers? There is no question about their hav- 
ing been a small minority at one time. 

In another part of his testimony, Reuther says “.. . . that for 
every democratic right there is a corresponding responsibility, 
for every democratic privilege there is an obligation. .. .” I 
agree with him. Rights are dependent upon responsibilities 
and responsibilities are dependent upon rights. Now let us go 
a little further and see what else he has to say. 

Again I quote Mr. Reuther: “When Life magazine, which 
is a corporation, when they endorsed President Eisenhower, as 
they did in the last issue, they have a right to do that constitu- 
tionally. When The Detroit News which is a corporation does 
the same thing on the front pages, they have a right to, and we 
have the same constitutional right, as a trade union, to put out 
publications, to buy radio time, to buy television time, to ex- 
press our point of view on the issues and our preference on the 
candidates.” 

Mr. Reuther wants the same rights as corporations. I wonder 
if he would want the same responsibilities? He said in testi- 
mony that for every right there is a corresponding responsi- 
bility and obligation. I wonder if he would want the responsi- 
bility and the obligation of paying corporation taxes? How 
much are they? It’s 52%, isn't it? I gather from Reuther’s 
testimony that he considers himself and the UAW equal to 
corporations and deserving of the same rights as corporations, 
so I cannot help but take that to mean that he believes that the 
UAW should be subject to the same tax responsibility as Life 
magazine or The Detroit News. I can just imagine Walter 
Reuther agreeing to that. 

In another part of his testimony, Mr. Reuther says, “I am 
mot a member of the Democratic Party.” In another part he 
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says, “We didn’t get anybody in the Cabinet when we used to 
win the national elections.” His testimony is generally confus- 
ing and misleading. I am absolutely sure that he is not a mem- 
ber of the Republican Party so I can gather from his testimony 
that he considers himself to be a member of the Democrat 
Party even though he denies it in one place and admits it in 
another. If not the Democrat Party, what party is he referring 
to when he says, “when we used to win the national elections.”? 

I bring these points out only to give an example of the dif- 
ference in the thinking of Samuel Gompers, the father of the 
American labor movement and Walter Reuther, the leading 
exponent of compulsory political action on the part of union 
members. Gompers was usually clear, concise, and straight 
from the shoulder. Reuther contradicts himself continually and 
is a master of the distorted, twisted statement. 

What does all this fanfare and commotion about labor's 
political activities mean? What does it imply? 

There is no doubt that many union labor bosses are in this 
political picture more so than they are in the bona fide business 
of representing dues paying members in labor-management 
relations. These leaders intend to stay in the political arena 
and build as much power and control over as many elected 
office-holders as they possibly can. This is not a partisan prob- 
lem. It affects the Democrat Party as much as it does the Re- 
publican Party. In fact it affects the Democrat Party more than 
it does the Republican Party because the labor bosses intend 
to gain control of the Democrat Party. If this march toward 
power continues, one day the term “Democrat Party” will be a 
misnomer, for it will actually be the labor party. And when 
I say labor party, I mean a party controlled by labor bosses. 

Walter Reuther is an extremely intelligent, aggressive labor 
leader and the man is very ambitious politically. He is no 
longer biding time in his quest for power in the political arena 
of this country. He is conducting a positive campaign to be- 
come the political power of our country. A man with his philo- 
sophy must continually increase and develop organizational 
power in order to exist. Any major setback or defeat of Reu- 
ther as an organizational leader would jeopardize his position 
as a labor leader and make him vulnerable to attack and defeat 
by other ambitious leaders in the labor movement. 

There have been many polls and surveys showing pre-elec- 
tion inclinations of the rank and file union members of this 
country. Since the recent national elections, I don’t think there 
is any reason for examining these polls closely. All we have to 
do is to examine the returns from some of our huge indus- 
trial centers and see how deep an inroad President Eisenhower 
made in labor areas. It is no secret that an overwhelming 
majority of the labor bosses in this country were supporting 
Adlai Stevenson and were using every financial facility at 
their disposal to elect him. It is safe to say that between 40% 
and 50% of the union members today supported President 
Eisenhower and the dues money of this 40% to 50% was be- 
ing used in an attempt to elect Mr. Stevenson. Is this political 
freedom in America? These union members, because of the 
union shop clause, were forced to support Stevenson as a 
condition of employment. 

No agreement between unions and management should be 
permitted which will force a person to give up any one of his 
fundamental constitutional rights. No employer or union leader 
has the right to speak, act, or contribute for an individual 
union member when it comes to selecting people who will 
govern that member in all phases of his social and economic 
life. To most union members, the union is only one phase of 
their life in our society and to most union members there are 
other things which they deem much more important than laws 
or candidates which may give increased power to their labor 
leaders. The union member may want to support candidates 
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who will work for those things which he believes to be most 
important. 

When we discuss the potential results of this march toward 
socialism we must realize that this type of political activity on 
the part of the union leader is pure socialism and that it in 
turn will beget socialism. We must remember that their ac- 
tivities in this field are not for the benefit of business, large 
or small. We must realize that most labor bosses do not believe 
that business directly or indirectly always serves the masses. 
We must realize that the labor bosses do not supply any one of 
the three primary factors necessary for the development of 
our free enterprise system. The labor bosses do not represent 
those who accumulate capital, they do not represent those who 
invest capital, and they do not represent those who develop 
new fields for the employment of such capital and the employ- 
ment of millions of American workers. In fact, a great many 
powerful labor leaders do not subscribe to capitalism or the 
free enterprise system and they do not contribute to the growth 
and development of our system. The labor leaders who do not 
subscribe to our system of government are advocates of statism 
and are desirous of gaining enough political power to change 
this system. 

These facts should be of primary importance to you here 
today because the businessman is the very backbone of our 
free enterprise system. It is you the labor boss is challenging. 
Ir is you that an ever increasing number of educators are chal- 
lenging. This group of labor leaders, politicians, and educators 
do not participate in our free enterprise system in the same 
manner as you. They do not contribute to its development and 
growth, and when they accuse you of exploitation and mono- 
poly, they are indirectly condemning our American Republic 
and our free enterprise system. 

Ii the labor political bosses can gain control of enough of 
our large industrial states, as they have in some at the present 
time, and if the labor bosses can gain control of the national 
Democrat convention as they are coming closer to doing 
every four years, and if after gaining control of this national 
convention, they are successful in electing their candidates, 
you, the businessman of today, will be the target for tomorrow. 

Some may be of the opinion that these are idle remarks on 
my part. Let's do a little research. 

Victor Riesel, the eminent labor writer, wrote a column 
shortly after the recent national elections in which he made 
the point that labor was the big winner in the last election. 
Some would say that this is silly. Let’s see if it is. 

In his column, Mr. Riesel stated that President Eisenhower 
won the presidency but lost the election to labor leaders. He 
said that it was labor's political machine, operating in the 
nation’s 154,865 precincts, which prevented the President 
from winning a friendly Congress. He states that from now on 
labor can write its own ticket inside the Democrat Party 
and that there would have been practically no Democrat cam- 
paign if the labor people had not poured every facility avail- 
able into the Democrat campaign. He tells about Michigan, 
Pennsylvania, Oregon, and how labor candidates piled up 
votes even when losing. Mr. Riesel went on to say that there 
were no blues in labor's camp the day after the election because 
they, for the most part, won at the grass-roots level on their 
home fronts, and are now turning to the task of winning inside 
the Democrat Party. A task which they will not put off until 
1960, but are intent on exerting even more influence in the 
elections of 1958. 

Did you notice how many union bosses were in attendance 
at the Democrat National Convention last summer? Reuther, 
Carey, McDonald, Kennedy, Harrison, and many lesser men in 
labor's hierarchy. They were there backing their candidates 
before any of them had read or seen the platform of either 
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the Democrat or Republican parties. Their claim of non-par- 
tisanship does not seem to hold water. Walter Reuther's dele. 
gation from Michigan at that convention was the delegation, 
which when it was committed to Stevenson in the prenomi- 
nation maneuverings by Reuther assured Stevenson of the 
nomination on the first ballot. 

Ladies and gentlemen, it has been my opinion for several 
years that you as businessmen and women have a job on your 
hands. A job which will call for the expenditure of hundreds of 
thousands of dollars and also the expenditure of many hours 
of effort and time. This job is your responsibility because ir 
involves your very way of life and also the very concepts of our 
American form of government. The manner in which you go 
about doing this job, the thoroughness you attain in complet- 
ing this task shall determine whether or not the businessman 
and the free enterprise system as we know it today shall sur- 
vive tomorrow. 

Not only do you have a responsibility to yourselves, but you 
have an equal responsibility to the millions of American 
workers who are dependent upon you for the employment 
Opportunities which you create for them. You have a responsi- 
bility to tell the American worker of his great partnership in 
this system, of his responsibility to maintain this system and 
how history has proved that this is the only system which has 
been able to provide this tremendous expansion of employ- 
ment and high standard of living. 

For the past two decades, many labor leaders, politicians, 
and educators have made great strides in the acquisition of 
political power by discrediting and vilifying the businessman. 
What have you been doing to counteract this concerted effort 
on their part to destroy you? 

The unions spend millions of dollars on propaganda and 
publicity in which you are made to appear to be the villainous 
exploiters of the American masses. How much have you spent 
to tell your side of the story? 

I know that you have done something toward informing and 
educating the various echelons of management and to a degree 
you have been successful. One of the reasons for this being true 
is that the people to whom you direct your propaganda are 
originally sympathetic with you because they are one of you to 
begin with. That, however, is not even half the job done. Those 
whom you inform and educate in the various echelons of 
management should in turn strive to educate and inform ‘he 
rank and file union member and the American citizen who is 
not one of you. They deserve to hear both sides of the story 
and at the present time they are not getting it. 1 know you 
spend millions of dollars selling your products to the public, 
but how much do you spend to sell the free enterprise system 
to the American public? The system of which you are such a 
vital part. 

The other side is selling an idea which is diametrically op- 
posed to the free enterprise system and they have the money 
to spend, public relations men who are every bit as good as the 
so-called “Madison Avenue publicists”, and they have a one- 
sided press. 

Ladies and gentlemen, it is time you stood up to be counted. 
Go to the rank and file worker, go to the American citizen and 
tell them the story of business and free enterprise before it is 
too late. 

In this discussion today, we have examined the history of 
the American labor movement, the use of compulsory union 
dues money for political purposes, the immorality and uncon- 
stitutionality of this action, the philosophy of certain labor 
leaders, the control of one of our major political parties by a 
special interest group, and the possible results of the activities 
of this special interest group if it continues to grow in strength 
and power as it has in the past decade. 
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I say to you delegates of this 6lst Congress of American 
Industry that there is a course charted for you and it is your 
responsibility to follow it. 

First, you should commence a program of education for the 
benefit of all the American people. A program which will ex- 
plain, defend, and promote the free enterprise system. Those 
who are opposed to our system have been working at it for 
years. I say it is your duty to lead the fight to halt effectively 
the socialism which is growing in this country. 

Second, you as the greatest exponents of the free enterprise 
system should encourage the active participation of all seg- 
ments of management and business in the political field. Re- 
member, in order to have good government, you must have 
good, capable people in the political field, regardless of party. 
This is a simple formula, but it has proved itself to be basic 
and true. 

Third, you should participate in a concerted effort to pre- 
vent the use of compulsory union dues money for political 
purposes. Half the American labor movement today is being 
relegated to a role of second-class citizenship because of this 
violation of their constitutional rights, and I say that those 
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unions which are guilty of this violation should be denied the 
right to have a union shop. Look to the United States Con- 
gress and Senate. Find out what men such as Senator Gold- 
water of Arizona and Senator Curtis of Nebraska have been 
doing in an attempt to eliminate this second-class citizenship 
Give them your active support, not just your tacit approval of 
what they are doing. Make an effort to do something about 
this problem on a local and state level, the most important 
level of our government. 

In closing, I say to you what I have said many times before. 
It is time we took cognizance of the fact that our individual 
rights and freedoms are in jeopardy and that our children will 
not enjoy the freedoms we enjoy today if proponents of the 
anti-free enterprise system are permitted to thrive and grow 
in power and control. 

We must face this problem head on, with foresight and 
courage, and faith in this free enterprise system—a system 
that has worked so well that it seems sometimes to be the 
architecture of God. It is the same today as in the time of 
Samuel Gompers. If we want to keep the land of the free, we 
have to make sure it is also the home of the brave. 







Pricing Problems in the 
Railroad Industry 


Delivered before Toronto Railway Ciub, Toronto, Canada, December 1, 1956 





ONIGHT in Toronto I should like to talk with you 
regarding pricing problems in the railroad industry. This 
is because here you have a more realistic approach to 
the matter of pricing transportation than we do in the 
United States. And it is high time that we at home began 
to face this situation objectively for it represents the most 
pressing railroad problem of our time. 

Having been a member of Rotary and listened to a mul- 
titude of speakers from other industries, it has long been 
apparent to me that each industry considers itself either over- 
regulated or over-taxed, or not permitted proper deprecia- 
tion charges, or subject to unfair competition and not prop- 
erly compensated for its product. Less than two weeks ago I 
heard the president of the largest bank in the United States 
complain because commercial banks were regulated more 
closely than some of their competitors such as the mutual 
banks, the saving and loan associations, and the pension funds. 
The public utility companies complain about over-regulation 
and competition from non-taxpaying governmental utilities. 
The liquor industry in the States complains that every dollar's 
worth of liquor it distills is taxed somewhere in the neighbor- 
hood of ten dollars. Even the steel companies, which can pass 
On a wage increase to their Customers as soon as they negotiate 
it, complain about the depreciation allowed them by the 
treasury. 

To say that the railway industry believes that it is handi- 
capped by most of these problems would be one of the under- 
statements of the year. Yet, we appear unable to convince 
anyone except ourselves that our problems are unique. So 
tonight, instead of a long complaint about what other people 
are doing to us, I should like to discuss what we can do for 
ourselves. 


CANADA HAS A MORE REALISTIC APPROACH 
By ALFRED E. PERLMAN, President, New York Central Railroad 





Last year in the States the percentages of return on invest- 
ments for the various types of industries were as follows: 

The average for all manufacturing industry: 15 per cent. 
Many earn as high as 25 or 30 per cent. 

Mining and quarrying: 11.1 per cent. 

Retail and wholesale trade: 11.1 per cent. 

Service and construction industry: 12.3 per cent, and even 
for our public utilities, gas, electricity and telephone: 9.7 
per cent. 

Yet for the railroads: 4.2 per cent. 

We all feel that in the light of present day realities it is 
archaic and shocking regulation which still treats us in the 
United States as a transportation monopoly. But it is quite 
another and even worse situation for railroad men to stay in 
the habit of thimking of ourselves as a monopoly when we 
see business which was once ours now rolling over the high- 
ways, flowing through the pipe lines, flying through the 4ir, 
floating down the barge canals and rivers, and soon steaming 
up the St. Lawrence Seaway. This to me is our great sin and 
weakness in our approach to freight rates. For every bit of 
evidence that hits our eyes and pocketbooks tells us that this 
weakness must be cured by ourselves—and soon—if our 
industry is to survive. 

Over the past decades the railroad industry has poured bil- 
lions of dollars into improvements. With the help of the 
supply industries and our own people, we are using some 
of the most modern and advanced technologies that the scien- 
tific mind can comprehend. New prime movers have revolu 
tionized our locomotives. And even more efficient ones are 
now on the drawing board. The new push-button yards utiliz- 
ing radar and other electronic devices expedite the classifica- 
tion and movement of freight through once frustrating bottle- 
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necks. Our electronic computers now do in a fraction of a 
second the work that it once took a man hours to accomplish. 
Batteries of teletype and 1.B.M. machines can now in a frac- 
tion of a minute permit us to tell a shipper where his car is 
located. Centralized traffic control is now adding capacity and 
flexibility, so that two tracks can do the work of four, and 
one track, the work of two. 

Yet as we take a look at all these developments we have 
adapted to the rails in an age of automation—thanks in large 
part to that monopoly mind—our rate of return is so low 
as an industry that today we cannot profitably borrow money 
to continue to furnish these improvements, for simple arith- 
metic will prove that an industry cannot borrow money at 
the present rate of over 5% to produce a product earning 4%. 

We also see that, regardless of the billions which the rail- 
roads have spent for these many improvements, we are fast 
becoming a standby industry. We know that when the airlines 
are handicapped by bad flying weather, or the highways are 
covered with sleet, the public uses the trains and complains 
about the old standby equipment which we use at that time. 
When the planes have excess capacity due to a low load 
factor of passengers, our Post Office Department loads mail 
into the planes and expects the trains to haul anything re- 
maining. The military expect enough standby equipment to 
serve them in times of full mobilization, yet use other forms 
of transportation in peace time when they think it will better 
serve their purpose. An increasing number of shippers have 
their own fleet of trucks and barges, but when peak seasons 
are encountered, they use their railroad spur as a standby and 
complain to the Interstate Commerce Commission because 
of a shortage of cars. And all this goes back to our pricing 
structure as I will attempt to demonstrate. 

This pricing structure, conceived in monopoly days, keeps 
our pricing system back in the 19th Century while the 20th 
Century rushes past us. 

In the “good old days” when we moved a carload of sugar 
beets to the refinery we did not think it good shipper rela- 
tions to charge the full cost of the rail movement since the 
value of the beets was so low that it appeared to add a dis- 
proportionate price F.O.B. the factory. We, therefore, carried 
the sugar beets below cost, and—having had a virtual mon- 
opoly—added that deficit to the cost of hauling the refined 
sugar to market. Overall, then, wé made a profit on the whole 
transaction. 

We did the same to the iron ore, lime rock and dolomite 
going to the steel mills, and similarly added those deficits 
to the rate on the finished product. 

Other commodities were treated similarly under the prin- 
ciple of “what the traffic will bear.” With our rate structure, 
deficit operations, whether from unprofitable branch lines, 
passenger service or haulage of commodities at very low rates 
to indulge in the competition for markets whereby California 
fruit and vegetables competed in distant markets with like 
commodities from nearby points due to the umbrella in rates 
—all these deficits were made up by less fortunate commodi- 
ties, on which under the then existing monopoly, we could 
place this additional rate burden. 

Then the trucks came into the picture and from that day 
on there certainly has been no monopoly. They were not 
burdened with these deficit services and selected the com- 
modities and territories which they found to be profitable. 
And as our costs began to rise this process was accelerated, 
for as wage and material increases began to affect the rail- 
roads they found it necessary to go to the Commissions with 
what amounted to emergency revenue applications rather than 
applications for sdentet rate increases which required many 


lengthy hearings and a full knowledge of detailed costs. Since 
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1931 the railroads in the States have gone to the LCC. asking 
for increased freight rates a total of eleven times. Every time 
except one we asked for a general horizontal increase in rates 
with a few specified exceptions. So what happened? A hori- 
zontal increase in sates still did not furnish a profit in hauling 
the sugar beets. Yet in many cases horizontal increases for 
sugar drove the rates to where the trucks found it profitable 
to haul the sugar to market. Much of the iron ore, dolomite 
and lime rock is still being carried without a profit. But the 
horizontal increases in rates for finished steel products reacted 
as they did with sugar. As an example, finished steel carried 
by the railroads into Detroit for the automobile industry 
dropped from 87% of the total product in 1947 to 14% in 
1954. 

Last year the average rail rate was only 1 1/3 cents per ton 
mile, and the truck rate was 6 1/3 cents. Because we cannot 
seem to comprehend that we are not a monopoly any more, 
we have driven rates up to where the trucks can take the 
profitable business right out from under our noses. And it 
does not make sense on the basis of the relative costs of mov- 
ing a freight car in a train of 150 cars, and a truck with its 
own power plant and driver. 

Yes, our pricing methods still take us back to the days of 
the diamond stack wood burner! Instead of finding out what 
our costs are, basing our prices on costs and asking for selec- 
tive increases, we have remained with the outmoded concept 
of “the higher the value of the product, the higher the rate.” 
I know of no other business which has been able to do the 
same thing and survive. And if profits are any gauge of 
“know how,” I know of no other business which has shown 
less adaptability to changing times. Sadly enough, the times 
changed years ago, and.we of the railroad industry either 
didn’t know it, or wouldn't believe what was happening. 
Right up to and including this last rate increase which we 
have requested, we have not awakened to the facts of life. 
Instead, when we get the new rate increase—requested to 
meet our increased costs—and it will be lower than we asked 
for and lower than we need if the past is any guide—we will 
try to make a patch-work temporary adjustment, lowering 
rates a little bit here on this commodity, a little bit more on 
that one. But we will still be building upon an unstable foun- 
dation. 

The responsibility for this condition I place squarely upon 
my own shoulders and upon those of the others in our industry 
who are responsible for our rate structure. We cannot blame 
the regulatory bodies, for we have seen another fully-regulated 
industry beset by parallel conditions which earned last year in 
the United States 9.7% on its investment. The power and 
light utilities is a fully-regulated industry which sees itself 
beset by government competition in the generation of power, 
such as occurs in the Tennessee Valley Authority—in the dis- 
tribution of power under the Rural Electrification Adminis- 
tration—and in many other fields where government and 
municipally financed projects are in direct competition with 
a taxpaying industry. 

Well, how can a power company do what we have not 
been able to do? The main reason, in my opinion, is because 
they recognized years ago what we railroads have not yet 
fully realized. They realized that they needed a sensible pricing 
structure for their product—power—if they were going to 
share fully in the expanding national economy. 

Many of us remember the power business as it once existed. 
With a diesel generating plant, or a steam turbine—a railroad 
or a municipality or a factory, even a large office building or 
hotel could generate its own power efficiently. And the only 
time it called on the local public utility was to fill the gap 
at a peak load or emergency period. But Alex Dow and other 
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leaders in the industry took an intelligent approach to the 
problem. They knew that they could mass produce more 
cheaply than could the smaller plants. But if they were only 
going to be used as a standby service, they were going to 
charge the customer while they stood by. And they did, and 
they still do. As a result, you see less and less c‘ those private 
power plants. The price setup made it simpler and cheaper 
for them to depend upon the public utility for all their power. 

I happen to know a little bit about this because the New 
York Central has some of its own electric generating plants. 
We don’t have as many as we used to, though, because it 
turned out to be cheaper to buy power from other utilities. 

Chances are you know about this pricing structure in your 
own home. If you have an air-conditioner in your home, you 
have to pay a demand charge for its electric motor all winter 
long, even though that motor is not in use. In the summer- 
time, you're paying a demand charge for the electric motor 
that runs the oil pump on your furnace, even though that 
motor doesn’t run from June through September. It’s that 
simple, and who complains? 

But look at us railroads! If you've got a factory and a fleet 
of your own trucks to carry your products to your customers 
—but you have a seasonal peak when you have more to ship 
than your trucks can handle—just call on us! We'll move 
those goods at the same rate we charge your competitor down 
the line who doesn’t use a single truck of his own and depends 
upon us to do all his freight hauling for him. It’s that simple, 
and it’s that ridiculous. So here we are, a standby industry— 
yet we don’t have the sense or the nerve or the imagination to 
charge standby prices. 

Nobody complains about a power company charging a 
large user of electricity a lower rate than it charges a small 
or occasional user, any more than anyone complains because 
the price of one box of soap in a supermarket is 25 cents and 
you can get two boxes for 49 cents. Yet we are told, should 
we adopt the same principle, we are discriminating against 
the small business! 

In your own home you may be frugal and burn a single 
10-watt bulb, and that’s the extent of the electricity you use. 
But nobody complains because your neighbor has an electric 
range, and electric washer and dryer, an electric iron, three 
electric heaters in the bathroom, and a thousand and one 
other electric gadgets and pays a lower rate per kilowatt than 
you do because he uses so many more kilowatts. Nobody in 
his right mind claims that that is discriminatory. It makes 
sense to give a lower rate to a steady customer who uses a 
lot of your product, than to a customer who uses you spar- 
ingly, now and then. 

Here in Canada, the railroads know this, and they have 
acted accordingly and are continuing to do so. Here, if a 
shipper contracts to send a high percentage of his goods over 
the railroads, the railroads give him a lower unit rate than 
if he ships on a hit-or-miss basis without a guaranteed portion 
of his tonnage by rail. If he doesn’t contract to ship any 
specified amount, but just uses the railroad when the snow 
and ice have blocked the trucks from running, he pays a 
higher rate. As you know, the New York Central and the 
Toronto, Hamilton and Buffalo are active partners with the 
Canadian National and Canadian Pacific in these Canadian 
contract rates. To my mind, this makes sense, and we should 
be doing the same thing—and many more things like it—in 
the United States. 

Let's get back, for a moment, to the electric utility industry 
and your own home. Just suppose, for a moment, that a 
variation of the railroad rate structure applied to your elec- 
tricity bill each month. Suppose you're the man who has all 
of those electric gadgets in the house. First of all, although 
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you use a houseful of electric lights, we'd charge you the same 
unit rate as that fellow next door who only burns one 10 
watt bulb, regardless of the kilowatts you use. Then we would 

charge you one rate for the light you use, another for the 

electric range, still another for the iron, a fourth and different 

rate for the orange squeezer, still another rate for the heaters 

in the bathroom, a sixth rate for the electric washer in the 

basement, a seventh for your electric razor, an eighth for the 
television set and so on ad infinitum. If we could measure it, 
we'd charge you still another rate for the electric clock. If 
you didn’t throw up your hands in disgust at the bookkeeping 
job every month, chances are you'd invest in a diesel genera- 
tor yourself, or go back to using candles and a washboard. 

And yet, that is how we treat our own railroad customers. 
We move both coal and iron ore in open top cars, and it costs 
us just about the same to move them, yet they take entirely 
different rates. We may haul a trainload of coal that does not 
have to be switched all the way from the mine to a power 
plant, but we charge the same rate per ton as we do to a 
receiver who gets one carload of coal that has to be switched 
fifteen times around a terminal to reach his siding. It takes 
a man who has spent his life in the business to read a freight 
tariff. 

No wonder the big customers, the rich customers, are using 
their own barges, their own trucks, to move their goods. In 
the United States we give them an added incentive to go into 
the private transportation business. We add three per cent to 
their freight bill as a wartime excise tax, a tax the U. S. 
Treasury Department somehow can’t let go even though the 
war has been over for more than eleven years and they've 
taken excise taxes off Sen Sen and the movies. So the govern- 
ment adds impetus to the idiotic railroad price structure to 
drive more and more business to the private carrier. And now 
the LC.C. feels frustrated in the knowledge that more and 
more of the freight in the United States moves by unregulated 
carriers. This boosts the cost of maintaining our waterways. It 
adds reasons why we demand a $100 billion highway pro- 
gram, to drag more business away from the railroads, the most 
economical form of transportation in the world. 

It is absolutely essential that the American railroad industry 
roll up its sleeves and make a scientific study of what it costs 
us to transport freight. When I have said this to some of my 
colleagues in the railroads they have thrown up their hands 
at the size and the difficulties of the job, and all are fearful 
—after the recent divisions cases—that a full knowledge of 
costs may lead to further changes in divisions. But it seems 
obvious to me that railroad operations are not so complicated 
—the production of transportation is not so desperately com- 
plex—that modern cost-accounting techniques and theories 
cannot be applied to it in order to find out what it costs to 
move a carload of apples or wheat or coal or anything else 
from a siding in Michigan to 60th Street on Manhattan 
Island. And once we get those costs, it does not seem to me 
to be impossible to build a flexible and practical rate structure 
around them. 

We need to know our costs. We need to have a consistent 
pricing system based upon costs. Sometimes, I'm afraid, we 
do not go out and find out what our costs are, and build 
rates upon them, because we are afraid of diversions of traffic 
if we charge what we should. But while we worry about that, 
and while we fight among ourselves over the inter-territorial 
divisions of rates, fighting to get a bigger share of the rates 
on a smaller share of the traffic, our unregulated competitors, 
the private and contract carriers, are taking more and more 
business away from us, so that today they have more than 
half of it in their hands. 

It is not enough what we have done to ourselves by our 
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insistence upon sticking with a rate concept based upon what 
the traffic will bear instead of what it costs us to do the job. 
Now we are compounding the felony by destroying com- 
modity rates with common carrier piggy-back operations. 
There should be a distinction made between the railroad which 
hauls its own truck trailers on flat cars and the railroad 
which hauls the trailers of any trucker who shows up—usually 
on a weekend so he won't have to pay a driver time-and-one- 
half. The former controls the rates. But the latter is giving 
away the railroads’ natural advantage of cheap transportation 
to his competitors—and he is creating further chaos in the 
rate situation. The trucker pays the same rate to the railroad 
for hauling that trailer, whether it has ten tons of machinery 
in it, or ten tons of sand. And he gets super-speed service, 
better than the regular railroad customer who ships his goods 
in box cars at higher rates. How long will it be before all 
that’s left for the box car will be the low-rated commodities, 
while the high-rated product goes into the trailer-on-flat-car? 
And then where will the railroad that used to make its living 
hauling box cars be? 

I realize that rates based upon costs of service are bound 
to cause some dislocation of industry. After all, based on costs 
of providing the long mileage of service, California fruits and 
vegetables cannot be moved to New York at rates as low as 
those from Florida. More realistic pricing in this instance 
might dislocate California producers. But such rates will not 
cause nearly the dislocation and paralysis of industry which 
can be the end result of pursuing our endless round of hori- 
zontal, general freight rate increases with hold-downs that 
ignore service costs. The indiscriminate increases, based upon 
the false foundation of an outmoded concept of rate making, 
have already done their damage to the railroad industry. They 
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have helped to drive more than half of our business to unregu- 
lated carriers. They have helped to make uneconomic forms 
of transportation favored forms of transportation. And the 
resulting waste has far exceeded all the revenues which they 
have brought to the railroad industry. 

We railroads in the United States can cure this evil. 

We have the power to go out and find out what our costs 
are. 

We have the power to build a sensible rate structure based 
upon those costs, with standby charges built into the rate 
structure so that a customer’s load factor, demand and volume 
can all be taken into account. 

Since the days of the wood-burning locomotive we have 
grasped all that technology could offer us to change our physi- 
cal plant and have come a long way in adapting new methods 
to our operations. The operating officer who would try to live 
today with the old wood burners would be classed as mentally 
obsolete. 

When will we recognize the need for modern thinking to 
replace our old wood-burning rate structure? 

Regulatory bodies which are charged with the responsibility 
for the maintenance of adequate and efficient transportation 
would, I am sure, welcome us with open arms and help us 
in any needed legislation. 

For only if we have the will and intelligence to obtain for 
our industry a rational pricing system can we be strong and 
efficient. 

I salute you—our brothers to the north—who have shown 
by your own acts so much greater understanding of modern 
pricing requirements for transportation than have we in the 
States. 


Impact of Taxation on Small Business 


LACK OF WORKING CAPITAL PROHIBITS EXPANSION 
By MRS. JENNIE H. GRAVES, President of Vogue Dolls, Incorporated, Medford, Mass. 


Delivered before the 61st Congress of American Industry, New York City, December 5, 1956 


AM NOT here to speak to you as an expert on small 
business. Nor do I claim to be a specialist in the field of 
taxation. 

But I do know the importance of small business to our 
country. And, through personal experience, I know something 
of the impact of taxation on small business. 

Actually, small business is not small. It is America’s biggest 
business today. Ninety-eight per cent of our nation’s 4,250,000 
businesses fall into the category of small business. Small 
business may be small, individually, but collectively it forms 
an important influence in our economy. 

While it is true that all business—large, medium and 
small—has problems which are much the same, many small 
businesses find the solution to those problems somewhat 
different. 

Venture capital is a vital need of small business. This has 
always been true and, I believe, always will be true. Venture 
capital is needed to start a business, to keep it going and to 
finance its growth. 

One important source of such capital has, in past years, 
been the savings of the successful person who was willing to 
take risks in the hope of profits. 


But, in recent years, this type of capital has been choked 
off by heavier and heavier taxation. 

Another, and equally important, source of capital has been 
an ability of small business to build capital out of earnings 
with self-sacrifice during the growing years against the hopes 
of a larger and flourishing business. 

Again, this source has been tax-ridden and all but cut off. 

Under the tight money market which we have witnessed 
these recent months, many small businesses have found it 
difficult to obtain loans. And small business is well aware that 
bank financing cannot make up for the shortage of venture 
capital. 

We cannot draw a true picture of business failures from 
figures alone. We know, according to Dun and Bradstreet, 
that 11,000 firms closed down in 1955. We learn from the 
same source that in the first eight months of this year that 
8,000 more concerns failed. Statistics show us that the rate 
of failure is almost double that of 1952. 

And, in my opinion, many businesses that failed during the 
1955-1956 period would be alive and healthy today if our 
federal tax system was fair and equitable. 

My own company had a struggle with our stifling tax 
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JENNIE H. GRAVES 


structure. We, however, received some ufusual assistance that 
enabled us to weather the tax storm. We have survived, and 
we have grown. 

When I started manufacturing dolls and dolls’ clothes to 
support my children after the death of my husband in 1939, 
my business was operated in the rumpus room in my cellar. 

One of our bedrooms was a stock room—my garage a 
shipping room. My son’s wagon was used to truck the orders 
back and forth between cellar and garage. 

When neighbors finally complained about the express 
trucks that called each day, I had to find manufacturing space 
outside of my home. 

We rented a small store with an apartment above. A hole 
was cut in one of the bedroom closets for a dumb waiter, 
which served as a freight elevator between the first and 
second floors. 

Our products, fortunately, met with public acceptance and 
the business expanded steadily. New ideas were developed 
Sales increased. We added more employees to our staff. We 
needed, and obtained, more floor space. Through the 1940's 
we made steady progress. 

In 1947 our sales approximated $200,000 and our federal 
tax bill was at the then effective rate of 21 per cent. By 1951 
our sales volume passed $400,000 and our federal taxes were 
$20,000—the effective rate rising to 40 per cent, or twice 
what it was four years earlier. 

But the real blow fell in 1952. In that year we grew at a 
spectacular rate. We introduced an undressed doll with a 
complete line of clothes and accessories. Her name is “Ginny” 
and she is known as the “Fashion Leader in Doll Society.” I 
have no doubt that many of you with daughters or grand- 
daughters have heard of “Ginny.” 

Our new merchandising idea with “Ginny” was so successful 
that we were overwhelmed with orders. Within a very short 
time our sales increased from $500,000 to $1,500,000, and, 
although we earned $200,000, our federal taxes amounted to 
$140,000 or 72 per cent of those earnings. 

Just think of that! In five years, from 1947 to 1952, our 
tax rate increased from 21 per.cent to 72 per cent and just 
at the time when we needed additional working capital to 
expand our operations. 

There we were—a company caught in the web of excess 
profits taxes because our earnings base was small and fixed 
on the minimum exemptions. 

During 1953 we paid the $140,000 tax bill . . . and 
financed peak inventories of $500,000 and receivables of 
$340,000. 

Yes, I can remember 1953. That year everyone told me how 
marvelous our business was. But, what I remember most was 
my fear of the $300,000 loan I had to negotiate in order to 
remain in business. 

We were faced with the problem of how to obtain money 
in that very critical period. We had little working capita! 
because we had never earned very much, and, in our biggest 
year of earnings we were permitted to keep only 28 per cent. 

There just wasn’t sufficient working capital for us to 
continue. But there were roads open to us. We could sell part 
of the business. Yes, we could sell part of our business that 
we had started on a shoestring and worked 18 hours a day 
to build. Or, we could seek a merger with a larger company 
and lose our control and identity. 

And we had the third possibility of borrowing on notes. 

While we had a record of steady growth, our financial 
problem was so acute, because of taxes, that we were far from 
being a preferred risk for a bank loan. 

It was only through a stockholder’s personal guarantee of 
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bank loans that we were able to build our inventory to meet 
our sales volume in 1953. 

Yes, I remember 1953, and it has left me with convictions 
about the impact of taxation on small business. 

I believe a small business should be permitted to grow if 
it satisfies an economic need. I do not believe federal taxes 
should penalize the opportunity for such growth by creating a 
financial need that cannot be met without sacrificing sales 
potential. 

I do believe a small business should be encouraged to grow 
and to add to the economy and opportunities of our country 
through the provisions of a fair and equitable tax system for 
all. 

In June of 1953 I was privileged to be the one woman 
among some 265 men who appeared before the House Com 
mittee on Ways and Means in Washington to testify about 
the impact of excess-profits taxes. Recently, I wrote to a 
number of these men to inquire how they are faring under 
the present tax structure. I received dozens of replies—each 
almost a case history—and they were unanimous in a plea 
for a fairer tax structure. 

One letter was from Mr. A. C. Kracklauer of the Sparkler 
Manufacturing Company, Chicago, who wrote that over a 
period of 25 years he built his business up entirely by plough- 
ing profits back into it as my own company has done. How- 
ever, in the past five or six years he has found it most 
discouraging, because 48 per cent of the net profit just isn’t 
enough to take care of additional plant facilities and to 
replace worn-out equipment. 

He feels that if it had not been for the excessively high 
taxes his business would be twice as large as it is today. 

Another letter told of the writer's selling out to a larger 
concern because the impact of income taxes on his business 
made it impossible to accumulate sufficient funds from earn- 
ings to provide for reasonable growth. 

His was a successful company and he feels strongly that 
taxes heavily penalized continued success. He believes that a 
little business may grow a little bit, under the present tax 
structure, but it is virtually impossible for the small business, 
through earnings after taxes, to grow into even a medium- 
sized business. 

The president of a midwestern firm told me in his letter 
that his corporation would like the privilege of being able 
to grow by its own corporate bootstraps from year to year 
without having government take more out of the business 
than the corporation does. An expansion program of this 
corporation is completely at a standstill because enough 
working capital for new machinery, vitally needed for ex- 
pansion, cannot be accumulated. 

There is certainly nothing wrong with obtaining outside 
capital or with merging with others, if these acts are voluntary 
and for the best interests of all concerned including stock- 
holders, employees and the economic well-being of community 
and nation. 

But there is certainly something sad about being forced into 
situations that are not the will of those concerned. 

Thus, Robert T. Shean, president of the Milton Roy Com- 
pany of Philadelphia, feels the tax situation forced his com- 
pany to seek outside equity capital which brought about loss 
of some of the control of the firm. He is staunch in his belief 
that present corporate taxes are still far too high for the 
health of young, growing businesses. 

The treasurer of a small furniture company in Michigan 
feels that the present corporate tax structure has retarded the 
growth of his firm because he cannot retain sufficient earnings 
to finance expansion and insure the maintaining of his position 
in his industry. 
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He has told me that his company is not large enough yet 
to be able to raise additional capital through the sales of 
scocks and bonds. He knows that larger sales volume is pos- 
sible, but all plans for expansion have been postponed because 


the present tax structure prevents it. 


Today, at the present federal tax rate of 52 per cent of 
earnings, we at Vogue Dolls are still not in a favorable 
position to expand as we should to meet the demand for our 
products. There are many things we should have done in the 
way of plant expansion and new equipment which we are 
unable to undertake. We cannot finance these developments 


out of retained earnings. 


We know from our experience that the 52 per cent tax rate 
is penalizing our incentive and that a lower tax rate would 


encourage development of our products, permit more em- 
ployee benefits and a better plant and equipment. 
I could go on and on giving you case histories and the 


The Rationale Of Corporate Philanthropy 


THE ROLE OF CORPORATE ENTERPRISE IN SOCIETY 
By RICHARD EELLS, Consultant on Public Policy, General Electric Company 


VITAL SPEECHES OF THE DAy 


reaction of men in business who say in many ways, but al! to 
the same end, that the present federal tax structure is , 
deterrent to the healthy growth of industry. 

I could point out to you that the growth of industry means 
the growth of our nation, better living for everyone in the 
years ahead and a firm belief in the system under which we 
live, but to go into detail would tell you nothing you do not 
already know and subscribe to. 

You all know that there are a number of proposals aimed 
at special relief for small business, but I believe that tax 
relief should not come from any shifting or redistribution. 

I should like to urge those responsible for our tax system 
to take some immediate action for over-all tax reduction, 
both corporate and individual, to permit industry to expand 
as it must to insure a healthy growth for our country. 

And my plea, ladies and gentlemen, is raised for all the 
people for the benefit of all America. 





Delivered before the National Industrial Conference Board’s Management Seminar on Company Contributions, 
Princeton, New Jersey, October 15, 1956 


HEN I was invited to direct my attention to the 

W subject of the rationale of corporate philanthropy, 

my first reaction was a feeling that the title should 

be changed. I wasn’t quite sure what was intended or what 

was expected. But then I was told by the Conference Board 

that what was wanted was simply a statement of principles, 

merely an explanation of the underlying reasons behind the 

activity we call corporate giving. In current management lan- 

guage, what was wanted was a theory of the case. So, for the 
past few weeks, I have been spinning a hypothesis. 

But here I should make clear that the web of my argument 
is, to a large degree, an expression of my own philosophy on 
the matter and does not necessarily represent or indicate the 
official views or policies of any particular company. On the 
other hand, I am inclined to believe that many of the ques- 
tions 1 propose to submit are questions that must be faced 
by all companies engaging in various types of corporate sup- 
port payments. 

On a number of occasions I have felt that the approach 
to the rationale of corporate giving has many elements in 
common with Ishmael’s approach to Moby Dick, the great 
white whale. The subject, first of all, is colossal. It is not with- 
out its aspects of good and evil. In fact, it’s a whale of a subject, 
surrounded by an ocean of corporate doctrine, habit, and tradi- 
tion. And when one begins to explore the need for a ration- 
ale, one feels a sympathy with Ishmael when he made the 
comment “... 1 am tormented with an everlasting itch for 
things remote.” And indeed this subject does lead to the ex- 
ploration of matters that may seem at first to be remote from 
the subject at hand. 


Therefore, it is not surprising that the more remote impli- . 


cations of corporate giving have been little explored. Actually, 
it has been only within the past two decades that the business 
corporation has risen to the status of a public benefactor 
through the practice of philanthropic giving. Most observers 
seem to think that it is the 5 per cent clause in the Internal 
Revenue Code that has been the causative factor for this 





development. Or, if we put the matter more generally, it was 
the change in federal fiscal policy which amounted to an open 
invitation to business corporations to join the ranks of philan- 
thropic donors. 

That invitation, interestingly enough, has been accepted 
only with reservations by the corporate community. If it had 
been accepted without reservations, the annual flow of funds 
into American philanthropy from corporate earnings would 
have exceeded 2 billion dollars in recent years. In fact, it has 
been only a quarter of this amount at most; and some have 
predicted that the figure will probably level off to something 
like a half-billion dollars a year. Still, this is an impressive 
sum. And it raises the question of a basic philosophy in the 
whole field of corporate giving. 


NEED FOR A RATIONALE 


That we now need a thoroughgoing rationale for corporate 
giving must be obvious to everyone. We need it for many 
reasons. There is the legal question of corporate authority to 
engage in this new activity. There are reasons of business 
policy: the need to explain to all the various interests, bound 
up with corporate enterprise, why corporate giving makes 
sense. There are political reasons: the need for explaining to 
the public why corporate giving is legitimate and useful to 
the body politic. And the immediate need within corporate 
management itself is obvious: a contributions policy is a 
necessity as a selective instrument in guiding the day-by-day 
decisions on the multitude of requests for gifts and grants. 

It is, of course, easy enough to write up a policy statement 
for a corporation which lays down certain rules for screening 
applicants, for limiting amounts to be given with or without 
clearance by the board, and for the organizational and pro- 
cedural requirements that have to be met. What is not so 
easy is ap mn the rational basis for the whole operation. 
It is no valid argument for corporate giving that a company 
has long been a supporter of worthy causes; or that com- 
pany-A is keeping up with company-B; or that it should take 
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RICHARD EELLS 


advantage of the tax bargains offered by the Revenue Code; 
or that it has what are often referred to as “public respon- 
sibilities” that must be met through gifts—the latter argument 
often being a euphemistic way of saying that expediency de- 
mands that the company yield to irresistible pressures. 


WHERE THE SEARCH FOR A RATIONALE LEADS US 


The basic doctrine of corporate giving has to get into much 
deeper rock. A rationale of corporate giving that can be ex- 
pected to withstand the winds of hostile criticism must surely 
find its source in a structure of general corporate policy. In the 
last analysis, corporate giving nets down to either a transient 
side show, or an integral part of the business of the enter- 
prise. If it is only a transient side show, it may well be lopped 
off in time as the main events move into the amphitheatre. 
If, on the other hand, corporate giving is an essential sub- 
function of corporate management, we ought to be able to 
find its valid place in the wider scope of corporate enterprise. 

I am convinced that a tenable rationale for corporate giving 
cannot be found on its own limited ground. Nor can it be 
found by assuming that corporate giving is a special aspect 
of nee The true function of corporate giving can 
be discovered only within the wider and very different con- 
text of a larger problem. That problem is the emergent role 
of corporate enterprise in our economy—national and inter- 
national. 

Now, it is true that, to some extent, the search for a ration- 
ale has been conducted in this larger context. The courts, in 
their continuous process of redefining the rules of the com- 
mon law, have had to conduct such an investigation in dealing 
with the actual cases before them. We have recently seen the 
New Jersey judiciary, for example, exploring its precedents 
in the light of economic and political history, to come up with 
the dictum that the older rule of “direct benefits” cannot be 
allowed to stand in the way of corporate support of higher 
education. 

In other quarters, too, and especially among economists and 
legal scholars, there has been much probing into the historic 
roots and the future promise of corporate enterprise as a social 
phenomenon. Classical theories of free, competitive enterprise 
have been found less than adequate as conceptual bases for 
understanding the broad social function of large enterprise in 
corporate form. Social scientists have sought new and more 
promising conceptual constructs to permit more realistic fore- 
casting of the place of corporate business units in tomorrow's 
society. Some of the leading business corporations are presently 
directing their attention to this problem. We in General Elec- 
tric, for example, are concerned about the problem of estab- 
lishing valid criteria for measuring a company’s social respon- 
sibilities. All this is part and parcel of a new inquiry into the 
role of the modern corporation. 

Little of this effort, however, has been focused upon the 
specific problem of corporate giving in the broader picture. 
In this sense, the social, economic and political history of cor- 
porate giving has yet to be written. But I think it will have 
to be written before we can unfold the past, present and fu- 
ture trends that will govern the role of corporate giving in 
the years ahead. Our rationale, in this new field of corporate 
management, must find its place in the continuum of historic 
events. And I think that if we approach the problem in this 
way, we stand some chance of coming out with a body of doc- 
trine that will be useful in shaping sound corporate policy in 
general, and a policy of corporate giving in particular. 


SOME LESSONS TO BE LEARNED FROM TREND ANALYSIS 


What are some of the long-range trends—in the role of 
corporate enterprise in society generally—that can teach us 
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something about the emergent rationale of corporate giving? 
My list will make no pretense of being exhaustive, and indeed 
I will confine my remarks to only two of the long-range trends. 
The first of these is the historic tie—or tension, as you will— 
between incorporated enterprises and the State. The second 
long-range trend is the very slow growth of a realistic self- 
appraisal by corporate enterprisers themselves as to the actual 
role they play in the whole economy. 

As I review these two trends briefly I want to point up their 
relationship to corporate giving. 


CORPORATE ENTERPRISE AND THE STATE 


Let us take first the historic tie between the corpor*tion and 
the State as this tie affects corporate donations policies. And 
as the entering wedge, I ask you to consider the extraordinary 
degree to which corporate giving depends upon established 
patterns of public policy. 

The first datum is a fairly recent one. As an educated guess, 
I would suppose that many corporate donors today rely to a 
large degree upon the advice of legal counsel in deciding who 
is to be the recipient of the contributions budget. In fact, as 
one reads the available statements of policy on this subject, 
he is struck by the fact that a major criterion for screening 
applicants is a criterion that has been handed to businessmen 
by the Treasury Department. I refer to the Cumulative List 
of Organizations drawn up by the Department. This list tells 
us who is tax-exempt and who is not. For the donor to get 
the tax-exemption, corporate practice is to disqualify the un- 
listed applicants. In short, the decision-making on this crucial 
question of allocation of gifts has been transferred to Wash- 
ington. A few hardy corporate souls may disregard the list 
and make a gift regardless, but this practice is most excep- 
tional. Corporate giving, in general, is tied to tax expediency; 
and the tax laws are the command of the Sovereign. It is 
important to keep in mind that this tie between the corpora- 
tion and the State has only a twenty-year history, from the 
Revenue Code of 1935. 

Datum No. 2: the authority to make corporate contribu- 
tions is not generated in the corporation itself—it is a grant 
that may be made or withheld by the Sovereign. Unincorpo- 
rated enterprises or individuals may engage in good works as 
they please. But the corporation, under our jurisprudence, is 
a creature of the State. It is to the organs of public govern- 
ment that we must go if we wish to change the powers of 
our private corporations. : 

During the past few years, of course, the State has shown 
increasing leniency toward the corporation in the matter of 
philanthropic giving. Most of the state legislatures have 
enacted permissive legislation that widens corporate powers 
over giving. Also, the older common law doctrine of “direct 
benefits” has been relaxed to a degree. 

But the recency of this trend is the thing to be noted here. 
To extrapolate the future curve of public policy on this sub- 
ject, only on the basis of the developments of day-before- 
yesterday, would be hazardous in the extreme. We must add, 
of course, the federal internal revenue policy of inviting cor- 
porations to become philanthropists; and it is true that this 
5 per cent policy (together with allied tax policies in the 
states) may well be a durable one. 

Over against these quite-recent developments, however, are 
some hard facts that it would be unwise to ignore. 

And this leads me to Datum No. 3: the historic antagonism 
of the State toward its corporate offspring. Businessmen, as 
a rule, are not historians; and some of us may have forgotten 
the bitter struggles between national sovereigns and corpora- 
tions at the end of the Middle Ages. These struggles took 
place during the establishment of nation-states. The corpora- 
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tions of that day were a force for division rather than unity. 
The corporations were, in fact, obstacles in the way of national 
solidarity. The corporations were, as Hobbes put it, “Worms 
in the Entrails of the Bodie Politick.” However, the English 
kings soon discovered the invaluable theory of the persona 
ficta—that a corporation is only a fictitious person. This theory 
was the notion that a corporation had no real life of its 
own. A corporation became viable only when the Sovereign 
elected to breathe life into it by Sovereign command. Cor- 
porateness was a concession on the part of the State, to be 
granted or withheld at royal pleasure. 

This idea that a business corporation is a mere creature of 
the State is still very much alive in our law. But we have come 
to believe today that a corporate enterprise has a life of its 
own, a self-contained organic vitality. We like to say that 
business corporations make their own great contribution to 
the welfare of society quite independently of politics and gov- 
ernment. Yet when we turn to corporate counsel for advice 
on corporate giving we will find that the old concession theory 
is very much alive. Legal counsel will remind us of the legal 
bars that can be lowered only by public acts and judicial deci- 
sions. The autonomy of corporate action, in other words, is 
still carefully hemmed in by public policy. The State keeps 
a watchful eye on corporate affairs. 

To sum up what I have said to this point: there are strong 
historic ties and tensions between incorporated enterprise and 
the State; and from a study of this epochal trend—for which 
I have suggested only a few illustrative data—we may be in 
a better position to discover the bases for a durable rationale 
for corporate giving. Obviously, one element in that rationale 
must reflect clear thinking about the public obligations of 
those who exercise managerial discretion in the distribution 
of gifts and grants from corporate funds. And here, I might 
point out, that we in our Company, have been doing consider- 
able hard thinking on this point. 


THE SELF-APPRAISAL OF CORPORATE ENTERPRISE 


Let me turn now to the second long-range trend that di- 
rectly affects the rationale: namely, the developing doctrines 
of free enterprise as seen by the corporate enterprisers them- 
selves. The changing self-appraisal will have a significant im- 
pact upon the rationale for corporate giving. 

A policy of corporate giving, as I have already suggested, 
cannot properly be framed within a generalized philosophy of 
philanthropy. The developing doctrine of corporate support 
for educational, charitable and other philanthropic activities, 
must be formulated, I think, in quite another context. The 
proper context, I submit, is the emergent role of corporate 
enterprise in our social and economic system. A rationale of 
corporate support should be consistent with the general ob- 
jectives of an enterprise. For corporate support programs are 
but one of the many ways in which a company goes about 
getting its job well done. 

But what is that job? Is it to return a maximum yield in 
profits to the stockholders? Or is it, as some economists sug- 
gest, simply to assure survival, to exist, to weather any possible 
storm, while maintaining over the years a “reasonable” profit 
position? Is the emphasis upon profits for the owners gradu- 
ally being replaced by a different emphasis upon a “balance 
of interests” among many contributor-claimants, such as cus- 
tomers, employees, share-owners, and the public in general? Is 
the purpose to win in an all-out struggle with all competitors; 
or is it to win only a comfortable place in a competitive system 
which, as a system, it is one of the company’s objectives to 
maintain? And if the company’s objectives include this latter 
point, how does the company view the prospects of maintain- 
ing a free, competitive enterprise system in the fast flow of 
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events—political, economic and social? Does the company 
propose, among its other objectives of more direct concern to 
the immediate interests connected with it, to reach out into 
the wider corporate environment and attempt to understand 
and influence this flow of events? 

The answers to these questions all have a direct bearing 
upon any rationale of corporate giving. Let us assume, for ex. 
ample, the major objective of the business is to maximize its 
profits, while all the other considerations I have mentioned 
are by-passed. If this is the case, it would be difficult to justify 
corporate contributions that yield no demonstrable returns on 
the balance sheet in the foreseeable future. If, on the other 
hand, it is a true objective, stated for operational purposes 
rather than public consumption merely, to strengthen the 
environmental factors on which the future of the business 
depends, the available field for corporate giving widens con- 
siderably. 

I am going to assume, in what I have to say from here on 
out, that this last objective és a real one for the larger corpo- 
rate enterprise. Yet if this is so, you can see what a heavy 
task falls on the shoulders of those who must formulate com. 
pany’s rationale for corporate contributions. They are con- 
fronted with the necessity of a comprehensive appraisal—a 
study of the company’s picture of itself as an organic part of 
a much larger whole. 

What one has to do, in this kind of analysis, is to identify 
the necessary conditions—in society at large—for the future 
autonomy and prosperity of the enterprise. And once these 
necessaty conditions have been identified, he must then go 
on to specify ways and means that can be used, through pro- 
grammed corporate giving, to establish these conditions. | do 
not say, of course, that corporate gifts are the only vay this 
can be done, nor even that they are the most efficient way. 
But the rationale of corporate giving needs to make room for 
this method, among others, of reaching a company’s objectives. 

Corporate support of higher education is currently thought 
to be a proper method of strengthening one of the vital pri- 
vate sectors of a free society, and therefore a prudent invest- 
ment of corporate assets. But I have argued recently, at some 
length I fear, that there are a good many other vital sectors 
as well that need our attention. My argument was based upon 
premises drawn from the growing scientific literature on the 
role of the corporation in American life. 


Anyone who examines this literature will be impressed with 
an important fact: the hiatus that exists between economic 
fact and economic fancy. There is wide divergence of certain 
ideological strands in “The American Business Creed”—as it 
is described in a recent book by that name from the Harvard 
University Press—from the actual development of economic 
institutions going on about us. The authors of this volume 
note, for example, the distinction between the classical and 
managerial strands in the American Business Creed. They de- 
fine the differences in this way: “The classical strand centers 
around the model of a decentralized, private, competitive 
capitalism, in which the forces of supply and demand, operat- 
ing through the price mechanism, regulate the economy in 
detail and in aggregate. The managerial strand differs chiefly 
in the emphasis it places on the role of professional managers 
in the large business firm who consciously direct economic 
forces for the common good.” 


The classical strand emphasizes the historical continuity of 
an American system that has hardly changed, in essence, since 
the Founding Fathers. The managerial strand, by way of con- 
trast, “emphasizes the fundamental transformation of the past 
fifty years,” and sees in the present economic system a signi- 
ficant break with the past. For managerial writers, the whole 
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system “is moving toward a new kind of homogeneity—of 
large professionally managed, socially oriented corporations.” 

Should the rationale of corporate giving assume that we are 
moving into a new era of heavy socsal responsibilities for cor- 

tions? If so, then these “social responsibilities” need to 
be implemented by very different kinds of corporate contri- 
butions programs than those which can be justified only on 
the basis of classical economic theory. In a relatively atomized 
and competitive system of enterprise, forces of the market 
may constrain a corporation to narrow its contributions pro- 
grams to types of support that will improve its short-run pro- 
fit position. Perhaps neither the “managerial” nor the “classi- 
cal” strain presents a true picture of the situation. The pre- 
vailing ideologies of the “American Business Creed” may need 
revision in the light of discoverable trends. The discoverable 
trends may reveal to us the lack of congruence between eco- 
nomic history and the history of economic doctrine—particu- 
larly as this doctrine bears upon the emergent role of the cor- 
poration. 

All this, to be sure, is irrelevant to undirected, unplanned 
corporate giving. It is directly relevant to a rationale for 
policy to be used for creative investment of corporate assets. 
Again, I should like to add that this type of analysis is begin- 
ning to take hold in some companies as a necessary condition 
to the decision-making process. 


A GLIMPSE OF THE FUTURE 


Prognosis is more hazardous than diagnosis; but as we 
look ahead, we may at least be permitted to raise some ques- 
tions about possible developments in corporate giving. 

Will there be a resurgence of Big Brotherism to “protect” 
people against “corporate power” generated by deliberate 
policies of corporate giving? This is not impossible. There 
may be fresh investigations of philanthropy—pointed perhaps 
at corporate donors specifically. 

There may be renewed attacks on what were described as 
“private uses of public funds” in the Reece Committee inves- 
tigation. There the argument was advanced that gifts to phi- 
lanthropy become “public funds” because Congress could take 
such gifts as taxes if it chose to repeal the 5 per cent clause. 
The recent trend toward broader discretionary powers for 
corporate management to engage in corporate giving may 
have reached its high water mark. Could there be a reversal 
of this trend? This is not unlikely—especially if the growth 
of corporate contributions fails to be matched by a growth of 
sound doctrine to govern contributions policy. In any case, 
one must expect fairly rigorous standards of public account- 
ability for gifts made from corporate assets. 

As we develop a firmer rationale to govern corporate giv- 
ing, it is to be expected that the planning will become more 
deliberate, the follow-up more decisive—and, too, the conse- 
quent impact upon society more marked. The public in gen- 
eral will become aware—as it is not now—of this new force 
in American life. Will they judge it a force for good, a force 
for evil, or an immaterial thing? 

The answer will depend to a high degree upon what kind 
of decision-making goes on during the next decade in num- 
berless corporate managements ‘across the country, as they sit 
down to draft their policies of giving. It will depend upon 
the rationale they use to justify and to vitalize those policies. 
And it will depend upon whether policies so designed are to 
be actually administered, or used merely as paper facades for 
continued run-of-the-mill charity. 

As I see the picture at the present time this is the stuff— 
mot that dreams are made of—but the stuff, in fact, the ele- 
ments, that the rationale of corporate philanthropy is made of. 

In discussing the rationale of a relatively new business sub- 
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ject I realize some of the dangers to which I am exposing 
myself. The spirit of criticism seems much more common in 
our society than the spirit of invention. And, I would venture 
to say that sometimes progress has been delayed because men 
have refused to publish, or discuss, their conciusion until they 
felt that this conclusion had the ring of doctrine or of cer- 

tainty. But it has been my observation that progress in know- 

ledge is speeded-up by taking the chance of making a cervain 

number of mistakes, since both your friends and your enemies 

are only too pleased to exercise their critical faculties in 

pointing out your errors. Consequently, the errors are soon 

corrected, and thus little damage is done. 

It has been said by certain writers of fiction that to appreci- 
ate fully the age in which one is living one should think of 
himself as living on the margin of impossibility. To the casual 
observer, the flamboyant technical developments of the day— 
when viewed against, say the scientific knowledge of the 18th 
century—are in this realm of seeming impossibility. The same 
casual observer is almost unaware, however, that in some of 
the social sciences the development of new horizons is keep- 
ing steady, if less spectacular, pace with the physical sciences. 

No one of you here today is a mere casual observer of the 
role of the modern corporation. No one of you can afford to 
be. But, how many of us are aware that the study of the cor- 
poration is also one of the social science disciplines. But a 
discipline, unfortunately, that is neglected. 

Some of the people whose books I read and occasionally 
talk to are frightened by this neglect because of what it means 
to the future of the corporation. Some seem uncomfortable; 
others show no reaction. But I believe that, regardless of our 
glandular reaction to this state of affairs, a sense of history 
and a sense of urgency can be used to sharpen our senses as 
to what we are doing, and to what degree we can promote an 
understanding of the emergent role of the corporation in the 
20th century. 

I have suggested one possible direction in the matter of 
formulating a philosophy of corporation giving. The road I 
have outlined breaks down into a general thesis of five points: 

Point one: The rationale of corporation giving is not at all 
the same as a rationale for general philanthropy. Corporation 
giving must be integrated with a broad theory of corporate 
enterprise. We are on the wrong track if we continue to talk 
about corporation giving as a kind of, or an aspect of, indi- 
vidual or general philanthropy. 

Point two: Corporate support payments, under the general 
heading of corporation giving, should be regarded as a pru- 
dent investment of corporate assets for new and different pur- 
poses, but still for good business reasons. 

Point three: What these new and different purposes should 
be, if they are justifiable by good management standards, can 
be discovered only by a penetrating analysis of the evolving 
of contemporary corporate enterprise. 

Point four: One of the purposes of corporate giving, as I 
view the matter, is to support those vital private sectors that 
make for a free and pluralistic society. 

Point five: If any real progress is to be made in this field 
at all, corporate management must do a more penetrating 
analysis of its external relations with society. As I have said 
before in this talk, many of us have begun. The important 
thing now is to continue. 

Only if this is done can we develop a rationale of corporate 
giving that tells us what not to support, what to support, and 
how and to what extent—which, after all, is the essence of the 
question. 

If this thesis that I have just outlined is valid, it seems to 
me that a company’s gifts should be carefully allocated with 
the following considerations in mind: 
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. Corporate assets cannot properly be disbursed as char- 
ity. Rather, they are a prudent investment of corpo- 
rate assets in well selected philanthropic, educational 
and scientific organizations. This particular kind of in- 
vestment often turns out to be the best way to reach 
some of the company’s objectives. 

2. Among the most important of these objectives is the 
survival and prosperity of the corporation in a politi- 
cal and economic system that encourages the autono- 
mous enterprise unit. Corporate giving should aim 
directly toward the strengthening of such a system. 

3. But since the system itself must be pluralistic in 

character, with a high degree of autonomy for many 

kinds of enterprises—economic and other—and with 

a wide diffusion of decision-making at a multiplicity 

of centers, corporate giving must deliberateiy aim its 

shots at those dangerously weakened vital private sec- 
tors whose weil-being is directly or indirectly related to 
the success of enterprise itself. These private sectors, 
as I have said before, constitute all the areas of mean- 
ingful human activity apart from public government: 
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the family, the local community; indigenous welfare 
groups; private schools, colleges, and universities; as- 
sociations of scholars, scientists, writers and artists. 
indeed, the whole spectrum of voluntary associations 
through which men hope in their own ways to achieve 
their goals. 

4. The corporate donor, in an attempt to strengthen the 
autonomy of these sectors, must eschew all tempra- 
tions to control or direct the internal administration 
of beneficiary organizations. For a free society depends 
upon this very autonomy. 

5. Finally, in selecting the vital sectors to be supported, 
preference should always be given to those which 
help to liberate men from the restrictive forces of 
ignorance, fear, and coercion. 

To sum all this up in a final sentence: We will arrive at 
a rationale of corporate giving only when we abandon the 
defensive, the irrational, the negative, and the timid ap- 
proaches; and when, instead, we adopt policies that actively 
and aggressively promote the objectives of corporate enter- 
prise as a creative force in society. 


Management Level 


TEAM SPIRIT 
By S. J. MATTHEWS, City Manager of San Antonio, Texas 


Delivered at the 1956 National Airports Conference, Norman, Oklahoma, October 4, 1956 


OLITICAL PARTIES on the local level are a thing of 

the past. Policies rather than personalities are more 

and more becoming the issue in city government. The 
person or individual who can sell the policy is the person 
who stays in office and shows results. 

Political disagreement and conflict at the local level have 
been generally replaced by a discussion of the issues. People 
are more and more concerned about needed improvements, 
better schools, better garbage service, better utility services, 
bigger and better airports, planning for the future, an ample 
future water supply, and many other policy issues. However, 
an intelligent discussion of the issues is possible only when 
civic leaders and citizens in general are informed. 

Just what is the city manager's role in leadership? How 
does the city manager's role in leadership affect your job as 
an airport manager? 

Basically, we're all managers. Clyde Sharrer, Airport Man- 
ager in San Antonio, and I are both city employees. The only 
real difference is that I probably have more frequent access 
to the City Council. But, we both have similar problems in 
management. 

Now, you may work for either a mayor or a city manager. 
That's not too important this morning. A mayor is just as 
much a manager of a city as I am. 

So, I am going to take a double barrelled approach during 
the next few minutes: 

(1) We are all managers. 

(2) The problems of your city manager or mayor are your 

problems and vitally affect your job. 

So, sometimes I may be speaking of city managers and 
mayors, and at other times I will be speaking about all man- 
agers—with special attention on airport managers. 

This subject involves many factors relative to the success 
or failure of a manager. To me, there are three basic positions 
a manager can take in leadership with the Council. 





First, is the “neck” leader or the “neck” manager. This is 
the manager who leads with his neck most of the time. For 
example, he makes a recommendation on all agenda items. 
In order to eliminate doubt, he likes to write on the agenda: 
“Recommended by the City Manager.” He recommends policy 
to the Council in public meetings without prior discussion 
with the Council. He presents engineering facts and figures 
and “proves” everything that he puts on the agenda. There 
is no alternative at all except to accept that which is placed 
on the agenda by the City Manager. Many times he is statis- 
tically right and politically wrong. 

The neck leader also settles all controversial problems with 
citizen groups prior to the council meetings. The neck leader 
also makes all administrative and committee appointments 
authorized by the Charter without consulting the council in 
advance. After all, the charter gives him authority for ap- 
pointments. As you can see, the neck leader sometimes heads 
for trouble. 

I am sure you realize how much council members like to 
pick up their evening paper and learn for the first time about 
the manager firing the police chief. The neck manager feels 
that council members need a good jolt now and then, and he 
seems to enjoy the technique of surprise. The neck leader can 
always point to the charter provision that the manager can 
hire and fire department heads. 

The neck leader generally speaks to the press for the entire 
city government, including the council and the mayor. He 
always knows what the mayor and council will do and say. 
When he gets the council out on a limb, there is always some- 
one standing by to conveniently saw it off. 

The second type of manager is the “fanny” or “buttocks” 
leader. The “fanny” manager's attitude is this: “Let the mayor 
and the council do all the thinking and all the work. If they 
want something done, they can mention it to me and I'll get 
the job done.” The fanny manager generally takes action on 
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major projects and matters only at the insistence of the 
Council. 

This manager operates the city by ear. He does little advance 
planning and seldom anticipates problems. Unfortunately, a 
lot of cities are run by ear. 

Some years ago, I moved to a city that was run by ear. 
They did only those things that people called them about. 
When a chuck-hole got so deep in front of a man’s home 
that he couldn't sleep at night because of the noise made by 
cars when they hit it, he called the City Hall about repairs. In 
other words, the City was run by telephone, or by ear. 

You can generally judge what kind of services you are 
providing by the extent to which you use the ear method. 
If the garbage department gets a lot of calls, then your garbage 
service needs attention. Your telephone is a pretty good 
indication of the type of manager you are and whether you 
are a fanny manager. 

There is another type leader: The “shoulder” manager who 
leads with his shoulder. He leads through the council. He 
develops a management team, rather than a one-man show. 
He works through the council and department heads, and 
leads through direction. He pushes occasionally, but seldom 
pulls, realizing that he has to stimulate action and desire in the 
city personnel and in the council. 

Now, airport managers undoubtedly fit into these same 
classifications. Of course, no one is completely one type. 

Naturally, the personality of the manager generally deter- 
mines the approach in leadership. I think we can all agree 
that most managers use a combination of the three types of 
leadership mentioned. There are undoubtedly many other 
types. None of us fits the same pattern because we are all 
different. Experience changes us from time to time and as 
we move from City to City. 

I sometimes shudder when I think of the things I neg- 
lected to do in the first cities I served. For example, fifteen 
years ago I didn’t know the importance of planning a major 
and secondary artery plan. The citizens of my city didn’t 
know either. But, it’s on my conscience now, because I failed 
to discharge my duties as a city manager. Of course, the 
citizens in that city will not hold me responsible for my 
failure, but that doesn’t excuse me. It’s part of my job to keep 
the citizens informed. It is a big part of my job to keep 
myself informed. An informed manager is not so apt to be 
a “fanny” manager. 

Over the past 17 years as a manager, I am sure I am guilty 
of following all three types of managers. 

At times, I've been quoted on matters that strictly involved 
council policy and have been severely criticized. (I will be 
frank and admit that the newspaper always quotes me right. 
It just doesn’t always come out in print the way I meant 
to say it.) I am too slow to act many times and find myself 
waiting for council action. 

It is amazing how much time we can spend figuring out 
ways to avoid facing problems that we don’t like to work on. 
For example, I don’t like to initiate tax surveys; recommend 
the annexation of a large area against the residents’ will, 
work on building or electric codes; I'll let an employee hang 
on sometimes because I don’t like to fire people. There are 
a lot of things that we do not like to do, and those are the 
things that the council often has to push us on. But, there 
are a lot of things about management that we have to do 
whether we want to or not. We have to face the issues. 

I am sure that there are many things you do not like to do 
as an airport manager: 

(1) Come in as a new manager and recommend a planning 
and financial survey be made. Even though you fully realize 
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that such a report is desirable because of the weight it carries 
with banks and investment firms, you hesitate to recommend 
something that might reflect on your apparent lack of ability 
to do the survey yourself. 

(2) Negotiate leases with airlines or locally based opera- 
tors. 

(3) Work with owner of the restaurant concession. You 
do not like to have to ask them to improve the service and 
clean up their premises. But, periodically you have to go 
over and approach them. 

(4) You don’t like to get caught in a campaign from the 
local businessmen demanding additional airline service for 
the city. You get to wondering why some of that local pres- 
sure that is turned on you isn’t felt by the C.A.B.—because 
it’s hot enough! And then there is always the consolation 
that no matter how kind and generous you are to the C.A.A., 
regardless of how much space and free janitor service you 
give to the C.A.A.—it doesn’t seem to have a bit of influence 
on the C.A.B.! 

You would make a long list of things you don’t like to do. 
These things often make “fanny” managers out of us. 

But, we do have to face the issues—whether we are pushed 
or go voluntarily. So, it is well to be prepared, have the facts, 
know whom you are dealing with (personally, if possible), and 
go to it. 

You can judge by now that I actually favor the “shoulder” 
manager or the shoulder leadership of working with people 
and through the council. It is part of your job to take the 
initiative in developing council leadership. You must share 
your management experience with the council. 


How can a city mamager share his experiences with his 
council? First, he lets the council help him develop his ideas. 
Private council sessions are the best time for this type of 
discussion. He studies his council's weaknesses and strong 
points. He helps them bridge over their weak points. 

It is the “shoulder” manager’s job to develop key civic 
leaders as future councilmen. He stimulates their interest 
and keeps them informed. A good training ground for future 
councilmen are the City Planning Commission, Civil Service 
Board, and the Parks & Recreation Commission. A manager 
should think about who might be interested in running for 
the next council. It is pretty easy to spot qualified individuals 
and bring them to the public’s attention without being obvious 
about it. Help them to look good. That is, help them do a 
good job on those city boards. Make them show their leader- 
ship ability (or lack of it) before the various civic groups 
start picking out council candidates. It is too late after the 
election. 

Strong leadership involves salesmanship. Equally important 
is the ability to set goals, that is, to determine the final ob- 
jectives which underlie any successful program. 

The shoulder manager will lift the council's sights. The 
size of the city is not important. Actually, the smaller city 
probably requires more vitality of leadership. In a larger city, 
the manager leads through others because he has more per- 
sonnel and a better trained staff. This applies to city managers 
as well as airport. managers. The larger the city, the easier 
it is to manage. The fellow that is in the small city is 
confronted with a tough job. He has to do many things and 
he has to do them well. He has to be more of a professional 
jack-of-all-trades than the large city manager because in a 
large city you can hire much of the professional help you 
need. 

In educating his city council, the city manager has a big 
job. New councilmen are generally inexperienced. The man- 
ager is placed in the position of leader and educator. Somehow 
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he must relay his years of experience to his council in a 
matter of a few weeks or months. 

If you go to work as a new airport manager, you have 
the same problem with your immediate superior—whether 
it be a city manager, a mayor, or possibly an independent, 
operating board. 

I had a public works director at Lubbock who illustrates 
this point. His name was Red Oldham and he used to tell 
this story. Soon after he went to work as chief of an engineer- 
ing field party for the State Highway Department back in 
the early thirties, he was promoted to construction inspector. 
Red was well qualified, but he never had any experience as 
an inspector. At that time, they were building a concrete 
highway from Lubbock to Plainview. Mr. Johnson was the 
District Engineer for the Highway Department. After pro- 
moting Red, Mr. Johnson called the contractor in and told 
him that Red was the new inspector on the highway to 
Plainview. He introduced Red with these words: “This is 
Mr. Oldham. He's going to be the state inspector on this 
highway job. He hasn't had any experience on this type of 
work. You'd better do a bang-up job of training him because 
in two weeks he will be telling you what to do!” 

I think that it is equally true of a city council. When a 
manager starts out with a new council, he had better do a 
pretty good job of helping them and letting them know what 
their job is, because in three or four weeks after they have 
been on the job and have felt the “pulse of the public”, they 
are going to be having ali kinds of ideas. The matter of 
“selling” your bosses is vitally important. You can have as 
many as five main bosses: 

The City Manager (or mayor) 
The City Council 

The public 

Your own employees 

The various airline officials 


Regardless of how good you consider your program, these 
“bosses” will probably determine its ultimate success or 
failure. 

City managers spend the bulk of their time educating 
the public, the city council, the city staff and employees, and 
influential groups in the city. A shoulder manager tries to 
win acceptance for the council’s program and goals. 

An airport manager has to be a promoter, too. Part of his 
job is selling his ideas and putting his thoughts over to other 
people. 

A shoulder manager knows he has to have close association 
with his council. I am in favor of “off-sessions” and special 
luncheons. The two independent newspapers in San Antonio 
have accepted the fact that our Council must meet on off- 
sessions. We meet every Tuesday night as regularly as our 
weekly council meetings. We meet at 8 P.M., and get home 
sometimes at One or two in the morning. The press knows 
where we are and, in all likelihood, what we are discussing. 
They have editorialized the fact that we need meetings of 
this nature. It is my personal belief that one of the reasons 
for council harmony in San Antonio is the informal meetings. 
The council must plan and must know where it is going. 
“Off sessions” are the only way we have of accomplishing 
this purpose. In a democracy, local government will fail when- 
ever there is constant turmoil and controversy. I am convinced 
that off sessions serve the best interests of our citizens and 
good government. It is impossible to hide real controversy. 
But, conflict that is only “apparent” and not real can be dis- 
solved with a private discussion of the problem. 

Oral and printed reports are important. Progress reports 
are important. Give the council public information along 
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with the citizens. Progress reports and employee newsletters 
are very important to the council as weil as to the citizens. 

A shoulder manager discusses major problems in advance 
with his council, employees, and the citizens. He tries to 
anticipate things before they occur. All of us know we are 
going to have to face shorter hours per week for some de- 
partments of the city. We should be discussing these matters. 
I have discussed it with our council already. 

You can help your city manager anticipate problems—the 
immediate ones as well as the long range ones. If you know 
an irate citizen or airport board member is going to storm 
city hall, call on the city manager and give him the back- 
ground. 

In long range planning, don’t make the manager have to 
learn about your new 10-year Master Plan from the newspaper. 

Or if you are discontented with city hall cooperation with 
your program, work on the manager before working through 
the newspapers. 

If you make your manager, mayor, or board look good, 
they will repay you in many ways. And you make them look 
good by working closely with them on future needs and plans. 

Most problems can be anticipated. You know when a bond 
issue will be needed for expansion of your municipal airport. 
Does everyone else? You know when the city manager or 
board is going to ask you about certain major problems. Do 
you have your answers ready? 

I think you have to anticipate whether or not the public 
will accept a bond issue before the election date is announced. 

You will probably have to start your selling campaign long 
before the election date is set. It is not an easy job, I know. 

You have to educate the people on the needs. They have 
to know how airports affect jobs and commerce. 

Equally important, you have to have the right atmosphere— 
your entire city government has to have a good reputation. 
If the city government as a whole is respected by the citizens, 
your chances of passing an airport issue are much better. So, 
it pays to do everything possible to sell and improve the 
entire city government including the airport. 

Airport bond issues don’t sell themselves. They have to 
be sold, many effective techniques can be applied. 

There are a number of things you have to anticipate. I 
have used this example before. On streets with a high traffic 
count in Lubbock, we had a congestion problem due to cars 
backing up for a left turn. It was obviously a traffic engineer- 
ing problem. We talked to the council about it because we 
were forced to take off parking in front of business houses 
on both sides of the street in order to get additional traffic 
lanes. However, we decided not to make the change im- 
mediately. Sometimes you can be too efficient and anticipate 
a problem too soon. As a result, you may get ahead of people. 
So, we decided in this case to let the traffic stack up two 
or three blocks. Pretty soon, citizens started calling us to 
tell us to put in the left rurn lane. You have to let situations 
get bad sometimes before people will realize that something 
must be done. Then, the solution is easier to sell. 

Sometimes it is better to bill utilities every thirty days 
rather than every two months. In Lubbock, for example, my 
water bill was $20 a month in the summer. If it had been 
billed on a two months basis, I would have worried a lot more 
about it. Even though it costs more, monthly billing may 
cause less complaints than billing less often. 

Even though it is a small item, the same principle might 
apply to negotiating with airlines. 

Talk to them at a time of the year when traffic is good 
and income is high. 
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We do not remove curb parking on streets during slow 
business months. Merchants will say that it is ruining their 
business. We can do it better during Christmas time when 
everyone is downtown and business is high. If we want to 
put in one-way streets, we do it during and in the interest 
of the Christmas rush. People will not notice it as much. 
Business will be so good, merchants will not have time to 
worry about the change. We don't raise electric bills or water 
rates during summer peaks. We raise rates during the low 
billing months. 

These suggestions sound silly, I know, but they are examples 
where timing makes a difference. Timing has a lot to do with 
public acceptance. And favorable public opinion is what keeps 
your council in office. 

Hasty decisions generally backfire. A manager cannot be 
right all the time. Therefore, the leadership should be based 
on a “we” proposition—a team decision. 

Let me make a few suggestions.on how you might improve 
this team spirit with your board or your city manager. 

I think these suggestions serve equally well whether you 
work for an independent operating board or an advisory 
board. 

(1) Keep them informed. 

(2) Discuss problems in advance. 

(3) Sell the board on the city administration—and vice 
versa. 

(4) Sell your board members the “whole picture” of city 
government. Too often board members get only the “airport 
view.” 

(5) Make salesmen out of your board members. 

(6) Let them take credit for their work, time, and ideas 
publicly. 

Now, let me go off on a tangent just a minute on this idea 
of seeing “the whole picture” of city government. It’s not 
an entirely altruistic motive. 

You need the help of the other city departments. 

(1) City manager or mayor can help you sell your program 
to the council, press, and public—provided you have sold 
them. 

(2) Expressway planning—access to airport—most im- 
portant in larger cities. 

(3) Zoning—approach zoning—big headache. Planning 
department can if they want, refer all the phone calls to your 
office. 

(4) Park Department—landscaping. 

(5) Water extensions. 

(6) Financial planning (long range). 

(7) Policing. 

(8) Fire Department—need fire chief on your side. Not 
all fire chiefs are sympathetic. “Sell them.” 

So, coordinating Airport Planning with the City’s Master 
Plan involves a close working relation with the other depart- 
ments. 

Work towards consistency of policy. Change the policy if 
you cannot follow the policy you already have. To me this 
is important. Change it. Don’t keep it forever just because 
somebody else had it. 

Policy must be flexible. Policy must fit the case at hand 
as well as the case down the road. You can judge good policy 
on that basis. Sometimes a group will come in and make a 
request for sewer extensions, etc. The decision should be 
based on the idea of what you will do when similar requests 
are made by other groups in the future. So you have to think 
about what you are going to do further on down the road. 
Policy must be consistent. Future needs must be anticipated. 
The answer given to one group must be consistent with the 
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One given to the next group. 

Survey other cities as to policy. Then, frame policy to fit 
the specific needs of your city. That is the way better policy 
is created—by studying other policies and fitting them to 
your situation. 

Stay in the background. Push and load through the council 
and the staff. The council is elected for its leadership. Get 
things done through others. Avoid council differences. I am 
sure you will agree with me that in most council-manager 
differences, the manager generally comes out second and goes 
out first. I think that is generally true. 

Avoid neck leadership. When you are right, few people 
remember. When you are wrong, no one forgets. Keep the 
citizens with you. 

Develop and share your ideas with the council. Give them 
credit for a good idea. Pass the glory on to the team. There 
is enough glory for everyone. In working together, everyone 
feels he has had a share in the final decision. 

I have found that the more you try to pass glory on to 
others, the more comes to you. The more you try, the more 
it comes back to you. And in the end, credit is shared by the 
entire group. 

The manager is more or less like a coach. The coach always 
knows better than to get into the game himself because he 
knows he could well get hurt. He has his part to play, and 
the players have theirs. He knows he can do a more efficient 
job from the sidelines and let the boys in action have the 
glory. When the game is won, the coach will have all the 
satisfaction he needs. 

Managers do not always get their own way. We can learn 
something from the prayer of the Alcoholics Anonymous, 
which can be summarized like this: 

“God grant me the serenity to change those things I can, 
to accept those things I cannot change, and to know the 
difference.” 

I think we need to make the council look good. It is our 
job to keep them popular. Take a look at any council and 
if they cannot stand re-election, I think you can generally 
point your finger to the fact that the manager failed to do 
his job. If the manager does his job well, the City Council 
will be re-elected and will be popular. I think we must make 
these men popular so we can get other good men to serve 
on the council. We must maintain it as an honored and 
dignified office. 

I want to say this, too, and then I'm ready to close. It is 
true the manager must work closely with his council, but he 
must always keep faith with the people. I heard a newspaper- 
man say this about the Chamber of Commerce in his city. “The 
reason the people have never given a damn about the Chamber 
of Commerce in this city is because the Chamber of Com- 
merce has never given a damn about the people”. I think that 
is true of city governments. You have to work with the 
people, because after all, it is for their improvement and 
betterment that you are working. 

In conclusion, let me say this. The city manager's tenure 
and success depend on how well he can develop council 
cooperation and unity. The people will not tolerate a council 
that cannot get along with itself and develop “community 
thinking.” 

What do people expect and look for in their community 
leaders? The people are not concerned with who is right or 
wrong. Rather, they respect what is done. They recognize 
results. They notice lack of cooperation and conflict. They 
respect cooperation and unity. They expect an efficient work 
program. They expect progress and, finally, they expect a 
spirit of optimism and cooperation among their leaders. 
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